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PREFACE 


India, like the great majority of new states, has failed to make a signifi- 
cant impact on the problem of mass poverty. Overall gains from huge 
investments in modem science and technology have made India into the 
tenth greatest national economy in the world. But this achievement 
seems to have increased rather than reduced the persistent and deepening 
dualism between the still limited modern industrial sector and the vast 
rural hinterland. Within the countryside, a minority of prosperous com- 
mercial farmers is swamped by growing numbers of marginal cultivators 
and landless laborers who have the greatest difficulty meeting even their 
minimum consumption needs. These impoverished agriculturists swell 
the ranks of the unemployed and underemployed, mocking earlier prom- 
ises to make development into an instrument of social welfare. 

India’s inability to achieve the overall economic transformations that 
the growth theories were designed to bring about has focused attention 
on the peculiarities and special conditions that constitute the setting in 
which economic development must take place. A decade has passed since 
Gunnar Myrdal advanced the most influential statement of an alternative 
“broad institutional approach’’ in his Asian Drama, a ten-year, three- 
volume study that is “mainly about India with numerous and systematic 
attempts at comparison with other countries of South Asia.’’^ Myrdal’s 
critique of the narrowly “economic ’’ framework of analysis rests largely 
on the argument that Western theories, models, and concepts have dis- 
torted the study of economic development in South Asia by separating 
economic theories from the radically different — and unfavorable — 
environment in attitudes, cultures, and institutions. 

The obstacles to development in the South Asian context turn out to 
be the very same limitations that were “prominent in the thought of the 
old European colonial masters.’’^ They extend to irrational beliefs 
sanctified by religion, cultural attitudes deprecating manual labor, styles 
of living and working accepted as immutable on the strength of these be- 
liefs, all of which are inimical to development. The “inefficiency, rigidity 
and inequality of the established institutions and attitudes’’ and the “eco- 
nomic and social power relations embodied in this framework of institu- 
tions and attitudes’’^ are considered the primary reasons for the inability 
to get economic plans effectively implemented. The “precondition” for 
economic development that logically follows from this kind of reasoning 

' Gunnar Myrdal, Asian Drama: An Inquiry inlo ihc Porerly of Stations, I (New York, 
1968), 40. 

^ Ibid., p. 20. 


3 Ibid., p. 47. 
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is that old religious attitudes, cultural patterns, and social structures 
have to be destroyed before development can take place. 

The possibility of achieving such a complete social transformation 
through democratic processes of government is, of course, remote. Ar- 
guments that accept the need for a direct attack on traditional attitudes 
and modes of economic and social stratification have therefore inevitably 
stressed the need for compulsion. They have suggested that countries 
which limit themselves to democratic planning are doomed to failure 
since they cannot use force to impose obligations. They are, in Myrdal’s 
fashionable terminology, “soft states.” Indeed, claims made by the first 
generation of the post-Independence leadership in India that they were 
ideologically committed to political democracy are questioned as oppor- 
tunistic political compromises with powerful propertied classes for the 
purpose of remaining in office. By contrast, the view is often argued that 
the litmus test of genuine commitment to development is the willingness 
to take direct action in a frontal assault on religious attitudes and the in- 
stitutions sanctified by them which perpetuate inequalities inimical to 
change. 

In this book, I attempt to offer a somewhat different perspectiv^e on the 
extraordinarily complicated problems confronting India. Like Myrdal 
and a growing number of critics who despair of narrow economic solu- 
tions to problems of underdevelopment, I will argue that India’s poverty 
cannot be overcome solely through evolutionary growth models. In In- 
dia, in the absence of prior institutional change, and no matter how 
sophisticated the investment plans for “inducing” other investments, if 
the past is any guide, one set of investments will not lead to another, or 
to only a few others, and then after a while to a dead end. 

At the same time, it is difficult to endorse the opposite view that revo- 
lutionary social transformation is a necessary — or perhaps more 
important — a realistic precondition for breaking down the social barriers 
to development. The fact is that theories calling for revolutionary action 
are “non-theories” under Indian conditions once they are tested against 
political constraints. So far, at least, the poor have shown a weak sense of 
Indian identity and a strong inclination to seek meaning in traditional re- 
lationships based on religion, caste, and family. These living traditions 
have presented Marxist revolutionaries with seemingly insurmountable 
barriers in organizing a national movement based on class appeals. It 
needs also to be remembered that a revolutionary solution in Indian con- 
ditions, even if a national movement could be set in motion, holds out 
the possibility for incalculable levels of destructive violence. An explana- 
tion of India’s poverty that involves the basic assumptions and structure 
of the entire social order inevitably raises the most agonizing questions 
for intellectual analysis and political action. As V. S. Naipaul recently 
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asked, “But where does the system begin and end? Does it take in reli- 
gion, the security of caste and clan, Indian ways of perceiving, karma, the 
antique serfdom? But no Indian can take himself to the stage where he 
might perceive that the faults lie within the civilization itself, that the 
failure and the cruelties of India might implicate all Indians. 

Many Indian intellectuals do, in fact, carry out such political self- 
assessments; but many educated Indians also have good reason for avoid- 
ing the issue. Were the problem to be put in this way and then translated 
into political ideology and action by the masses, it would provide the 
stuff of nightmares for many members of the educated middle classes. 
These nightmares are precisely that, once the impoverished millions 
break through “Indian ways of perceiving” their situation in the age-old 
obligations of religion, the family, clan, and caste, they will understand 
only too well the source of their suffering to be in “the system,” and not 
in their karma, and will take a terrible revenge. This was Gandhi’s night- 
mare, and in the popular awakening he began during the Independence 
movement and that has grown in the years since, it has become more 
than a bad dream: it is a daily reality conveyed in reports of local out- 
breaks of looting, arson, and murder. 

The chapters that follow examine India’s political economy by starting 
from what has been India’s basic dilemma: How can a gradual revolution 
be accomplished, a revolution that can enlarge the possibilities of human 
development for the poorest of its people without exacting fearful costs 
in human life by unleashing the unpredictable social chaos of a violent 
upheaval? They trace the relationship between the economic and politi- 
cal development strategies devised by the nationalist leaders on the prem- 
ise that the advent of political democracy offered an alternative to revolu- 
tionary class struggle in equalizing society. The solution, according to 
Nehru, was to be sought in using the vote to build up mass conscious- 
ness, in holding elections to overcome mass inertia, and in introducing 
institutional changes at the village level to spur the organization of the 
most disadvantaged groups in class-based political associations. Political 
democracy could bring to bear the strength of numbers of the poor in 
such powerful pressures on the ruling classes that they would be com- 
pelled to move in the direction of economic democracy. At the same 
time, readjustments in the distribution of economic and political power 
would occur, it was hoped, against the background of increasing produc- 
tivity, and could therefore be accomplished with a minirnum of disrup- 
tive violence. These were the expeaations of the late 1940s, expeaations 
that can now be evaluated against the experience of thirty years. It is this 
experience that the book examines. 

■' V. S. Naipaul, /n4ia; A Wounded Civilization (New York, 1977), pp. 160-61. 
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preface 

The study draws on twenty years of personal and professional in- 
volvement in India’s dilemma, from the time when I first arrived in 
Lucknow as a Fulbright student in 1958. Since then, I have returned sev- 
eral times, becoming increasingly indebted to many people, both Indian 
and American, who extended their friendship and their help, and who 
made it possible for me to deepen my understanding. These debts cannot 
ever be repaid; I hope only that my work itself may have some value in 
redressing the balance of obligation I so deeply feel to all those who made 
this book possible. 

At certain times, some individuals have ofiered strategic support, help 
without which a work cannot be completed, and I want specifically to 
acknowledge this special kind of help. I am indebted in this way to Tar- 
lok Singh, L. K. Jha, Mohan Dharia, and Kuldip Nayar, whose willing- 
ness to vouch for my credentials in pursuing a serious scholarly enter- 
prise (without at the same time necessarily agreeing with its conclusions) 
kept many doors open to me during the later stages of my research. 

There are other kinds of strategic support. My husband, Douglas Ver- 
ney, who since we met in April 1975 has only known me as bearing the 
burden of an unfinished work, has provided the vital margin of encour- 
agement needed to withstand the strains of completing the book against 
the background of the most dramatic shifts in Indian conditions, and en- 
during the separation enforced upon us by a commuting marriage. 

Finally, no work of this kind could be accomplished without the free 
time from normal university responsibilities. 1 wish to thank the Uni- 
versity of Pennsylvania for several leaves of absence, and in particular my 
chairmen, my colleagues, and the departmental secretaries who did so 
much of the typing. I also want to express my appreciation for a Ford 
Foundation Faculty Research Grant in Political Science, 1972-1973; for an 
invitation to be a Resident Scholar at the Bellagio Study and Conference 
Center by the Rockefeller Foundation in the Spring of 1975; for grants 
from the American Council of Learned Societies in 1973 and the Ameri- 
can Philosophical Society in 1976 for travel to India; and for the unique 
intellectual stimulation of my stay as Visiting Member at the Institute for 
Advanced Study (Princeton) in Spring 1976, where much of the inte- 
grating framework and later chapters of the book were completed. 

Philadelphia 
Januaiy 31, 1978 
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Introduction: The Paradox 
of Accommodative Politics 
and Radical Social Change 


India, virtually alone among the new nations, retained a deep commit- 
ment to principles of parliamentary government during the three decades 
after Independence. Its leaders described their approach to planning 
under a democratic pattern of socialism as a new model for Asian and 
African development. Jawaharlal Nehru, the nationalist hero and dedi- 
cated democrat who set the direction of India’s development during the 
first fifteen years of freedom, pointed to his country as an area of agree- 
ment between the opposing ideologies of capitalism on the one hand and 
communism on the other. It was his experimental framework that en- 
abled a creative approach to be taken toward solving problems of pro- 
duaion and distribution, an approach that sought to combine goals of 
growth and reduaion of disparities, while avoiding the violence and reg- 
imentation of revolutionary change. Under his leadership, the commit- 
ment to democratic social transformation was an integral part of India’s 
economic strategy. It marked India’s approach to national development 
from the earliest days of planning in the 1950s. Nehru spoke of it as “a 
third way which takes the best from all existing systems — the Russian, 
the American and others — and seeks to create something suited to one’s 
own history and philosophy. 

The optimism of that early period has dimmed. It is becoming more 
and more difficult to argue that India will manage to avoid the violent 
conflict and enforced solutions that have accompanied the rapid trans- 
formation of agrarian societies elsewhere. The “third way’’ did not solve 
India’s problems, whether of production or distribution. On the con- 
trary, in the mid-1970s only a small minority of the population had been 
incorporated into the high-productivity, high-wage industrial sector of 
the economy. Despite a large expansion of industrial output and social 
overhead capital, there was little effect on the traditional senor from the 
creation of more jobs. Eighty percent of the population continued to live 
in rural areas. Eighty percent of the working members of this vast major- 
ity earned their livelihood direaly from agriculture.^ Yet only small 

' R. K. Karanjia, The Mind of Mr. Nehru: An Interview, pp. lOO-IOl. 

^ Census of India, 1971, Provisional Papulation Totals, pp. 3-33. 49. 
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THE PARADOX 

pockets of rapid growth could be created in the rural sector. Modem ag- 
nculture, coexisting alongside much larger subsistence sectors, simply 
extended and proliferated the scattered enclaves of development into the 
hinterland. During much of the later 1960s and into the 1970s, there were 
chronic food shortages, sharp inflationary price spirals, low availability 
of domestic raw materials, shortfalls in industrial output, underutilized 
capacity in consumer goods industries, stagnant or declining rates of 
public investment, and diversion of scarce foreign exchange for imports 
of foodgrains and raw materials. All these contributed to the prospect 
that India would return to a low-level equilibrium in which growth rates 
did not significantly exceed the rate of population increase. 

Modest overall increases in per capita Net National Product were sub- 
stantially neutralized by a demographic explosion that more than dou- 
bled population growth rates from about 1 percent during the first half of 
the century to a peak of 2.5 percent per annum in the next twenty-fh^e 
years. The inability to solve problems of distribution was apparent from 
the large proportion of the rural population that continuted to live below 
the poverty line. According to estimates made by the Indian Planning 
Commission in 1960/61 — after the first decade of planning — ^fifty' to sixty”^ 
percent of the rural population, or approximately 211 million people, 
could not afford minimum levels of consumption, calculated primarily in 
terms of caloric intake necessary to avoid the onset of malnutrition.'^ 
Available estimates for the early 1970s revealed a reduction in the propor- 
tion of the poor, but a moderate increase in their absolute numbers. 
About 40 to 50 percent of the rural population, a minimum of 220 mil- 
lion people, were believed to be subsisting bclo\y the low poverty line 
determined by the Commission. 

Economic realities like these, as much as deteriorating law and order, 
were invoked by a new generation of India’s leaders to justify the imposi- 
tion of a National Emergency from June 1975 to March 1977. At the time 
that the central gov’ernment acted to suspend the civil liberties guaran- 
teed by the 1950 constitution and to postpone general elections, the rul- 
ing Congress party, as it had for most of the period since Independence, 
enjoyed secure majorities both in the national parliament and in the legis- 
lative assemblies of almost all the states. In the fifth general elections to 
the parliament in 1971 and to the state legislative assemblies in 1972, the 
Congress had received its largest popular mandate in twenty years of 
electoral politics. Despite this vote of confidence, the government ap- 
peared powerless to carry out its own program of institutional reform 
considered necessary to remove poverty and meet the mounting eco- 

^ Perspective Planning Di\Tsion, “Perspective of Development: 1961-19/6, Implications 
of Planning for a Minimum Level of Living,” pp. 4-5. . m J 

'* Planning Commission, Towards Self-Reliance, Approach to the Fifth Five i ear an, p. 
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nomic crisis. It was left to the prime minister, Mrs. Indira Gandhi, the 
daughter ofjawaharlal Nehru, to argue that economic reforms essential 
for growth and social justice were impossible to carry out within the lim- 
itations of the existing democratic process. 

The traumatic experience of the National Emergency raised once again 
the fundamental paradox of India’s political economy. India’s leaders had 
committed themselves to carry out basic changes in the pattern of eco- 
nomic and power relations as an integral part of development. At the 
same time, they were equally determined to avoid the political costs of a 
direct attack upon the existing social order. The basic question — and one 
that provides the analytical focus in this book — was whether there could 
be any method of transforming the established pattern of wealth, status, 
and power other than a frontal assault on the beliefs and structures that 
had institutionalized — and sanctified — a rigid social hierarchy. 

This hierarchy was not simply a holdover from the British raj, or even 
a relic from the distant past that the British had superceded. Hereditary 
caste groups, each placed in a position of ritual superiority or inferiority 
to the others, and all governed in their mutual relationships by custom- 
ary norms of reciprocal, nonsymmetrical rights and obligations, con- 
tinued to provide the building blocks of social organization in the hun- 
dreds of thousands of India’s villages. In premodern times, rigorous 
criteria of pollution and purity had qualified only the upper twenty per- 
cent or so of the population for even the rudiments of education, those 
belonging to elite subcastes or jatis grouped under the highest vama 
categories^ of Brahmin, Kshatriya, and Vaisha — the priest-scholars, 
warrior-rulers, and traders of the ancient Hindu social order. All schools 
had been restricted to children of these “twice-born” castes^ and virtually 
all instruction was confined to the teachings of the sacred texts. By con- 
trast, the Sudras, the most numerous of the four vama strata, including 
the peasantry and members of the artisan castes, had to be content with 
opportunities for pursuing their own spiritual merit through service of 
these superior castes. At the bottom of the religious hierarchy, moreover, 
one in five persons had no vama standing at all. They were considered so 


^ Varna refers to the four universal unchanging categories of the Hindu hierarchy — 
Brahmin, Kshatriya, Vaisha, and Sudra — which arc common to all areas of India and pro- 
vide an ov'erarching ritual ranking system. Jafi refers to smaller, hereditary, endogamous 
groups associated with a traditional occupation and related to one another in terms of ritual 
pollution or purity, but which function as part of a regional-linguistic system. Although 
the jatis in each region number in the hundreds and can be grouped for most ritual purposes 
within the broad varna categories, caste at the local level often contains considerable am- 
biguity about rank in the context of complex economic and social relations between caste 
groups. 

^ Only male members of the Brahmin, Kshatriya, and Vaisha varnas arc entitled to 
undergo the ceremony of iipanayana and put on the sacred thread. The ritual is interpreted 
as a second, “spiritual,” birth, after which instruction in the sacred texts may begin. 
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unclean as to defile caste persons merely by touch, or in some extreme 
cases, by sight. These pariahs were the miserable outcastes or untoucha- 
bles whose hovels were segregated at the edges of the village, and whose 
streets were rarely visited by elite and middle-caste Hindus, who never- 
theless depended upon them for menial, and indispensable, services. 

The vama hierarchy, while paramount even in modern times for al- 
locating religious and ritual rights and obligations among the multitude 
of caste groups, did not provide the only basis for the actual status rank- 
ing of particular local castes. At the village level an additional crucial fac- 
tor in the exercise of power and authority has been control of a sizable 
proportion of the agricultural land. In those areas, especially the south, 
where the highest status group, the Brahmin community, also con- 
trolled a large amount of arable land, caste, wealth, and power tended to 
converge. In other regions, where nonelite peasant castes having strength 
of numbers also owned a large share of the land, they were able to exer- 
cise the authoritative role of “dominant landowning castes. ’’’The largest 
landowners among the locally dominant caste, no less than leading 
members of the elite castes, wielded significant power over the majority 
of the poor peasantry. They acted as patrons to provide minimal eco- 
nomic security and protection to land-poor families in return for per- 
sonal deference and loyalty in situations of social rivalry or factional 
dispute. Occasionally, a locally dominant Sudra caste might be able to 
establish a claim to higher varm rank after changing group customs, reli- 
gious ritual, and style of life in imitation of an elite caste. But, this proc- 
ess of “Sanskritization”® as a vehicle for social mobility was a prolonged 
one, extending over one or two generations, and it led only to positional 
changes within the local hierarchy. The principles of the hierarchical 
vama order and the structure of local inequality remained essentially un- 
changed. Efforts by untouchable castes to cross the pollution barrier, 
moreover, by adopting a more Sanskritized way of life were often met 
with violent attacks by high-caste groups, both on religious grounds and 
also to preserve the occupational divisions that assured a steady supply of 
labor for the most polluting tasks. 

During the period of colonial rule, the caste-based structure was, of 
course, challenged by an alternative status system based upon secular 
norms of individual equality and achievement. The introduction of such 

See S. N. Srinivas, Social Change in Modem India , ch. 1 , for the most incisive analysis of 
the vama system and its relationship to caste hierarchies in the rural areas, including the ro e 
of landowning peasant castes as the dominant power group in village soaety. 

® Ibid. According to Srinivas, Sanskritization was the traditional avenue of social mo i 
ity for low-caste groups. A low caste or tribal group, usually one that had already expen 
enced some improvement in its economic situation or military power could se.t out over a 
long period of time to claim a higher position in the vama hierarchy by adopting the cus 
toms, ritual, style of hfe, and occupation of a high, preferably “twice-born caste. 
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new principles of justice and administration as equality before the law 
and recruitment on the basis of merit to the few coveted places in 
English-medium schools and the prestigious Indian Civil Service injected 
an unprecedented degree of fluidity into the social system. Although 
there was substantial continuity between the traditional elite castes and 
the Westernized class of professionals and administrators created under 
the colonial regime, at least some members of the dominant peasant 
castes were able to take advantage of the new educational opportunities. 
The desire for social mobility outside the traditional system was most 
clearly evident in the Backward Classes Movement of the 1920s and 
1930s, which had its greatest appeal in the Brahmin-dominated areas of 
the south. Led by powerful peasant castes, it succeeded in gaining British 
support for caste quotas in admission to colleges and places in the civil 
service, breaking the monopoly of the small South Indian Brahmin 
community over these posts. Even so, the new opportunities for mobil- 
ity were disproportionately concentrated in the coastal areas and towns, 
where the impact of colonial rule was most directly felt. As in the case of 
Sanskritization, moreover, the fruits of Westernization rarely reached the 
untouchable and other low castes in the local rural hierarchy. 

Indeed, in the villages the caste basis of social life was only moderately 
affected by the economic disruption caused by colonial policies. New 
land tenure arrangements, which eliminated the communal pattern of 
landholdings and vested full rights of ownership, including those of 
mortgage and sale, in individual holders, paved the way for the larger 
peasantry to improve their economic condition at the same time as con- 
centration of landownership widened the gap between the dominant 
landowning castes and the majority of cultivators. Simultaneously, the 
self-contained character of the village economy was strained by expand- 
ing markets for agricultural commodities that encouraged a shift from 
subsistence farming to commercial production. Roads and railroads be- 
came the conveyer belt for moving an increasing share of agricultural 
production out of the villages to urban centers and the world market, 
shrinking the residual pool of grain available to support landless mem- 
bers through customary payments in kind, and increasing the role of 
money as a medium of exchange. A further blow was the collapse of the 
balance between agriculture and manufactures, as village artisans con- 
fronted severely contracted local demand for hand-crafted products in 
the face of competition from machine-made goods imported from 
abroad. Then, as public health measures contributed to spiraling rates of 
population increase, and competition for fixed land resources intensified, 
the overwhelming majority of farms, subdivided, fragmented, and en- 
cumbered by debt, became uneconomic units of cultivation. 

" Economic disruption, naturally, was not without social consequences. 
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The village as a corporate entity, that is, the village councils, virtually 
ceased to function after they lost collective rights in wastelands and land 
for grazing, and administrative functions of collecting revenue and carry- 
ing out irrigation and road works. After 1870, with the accelerated 
growth of a money economy and the extensive entry of Indian foodstuffs 
and commercial crops into world trade, quasi-feudal ties based on 
mutual, nonsymmetric obligations between high-status landowning 
castes and landless tenants, laborers, and other service castes began to 
weaken. Intent on maximizing income, some landowners attempted to 
extract a larger share of the surplus by reducing the scope of their respon- 
sibilities to the landless and, indeed, demanding higher rents and other 
dues. Nevertheless, in most rural areas, the legitimacy of the traditional 
norms of unequal, albeit reciprocal, rights and obligations was not effec- 
tively challenged as the proper basis of society. 

At Independence, caste continued to be associated with cumulative in- 
equalities of status, income, and power. The local caste hierarchy closely, 
although imperfectly, paralleled the distribution of land ownership in the 
village economy, and it coincided with the allocation of political author- 
ity. Together, these multiple inequalities excluded the majority of citi- 
zens in India’s new democratic republic from effective participation in 
either the economic or the political development process. The aim of 
eliminating these inequalities to ensure that the whole population, not 
just a handful, participated in the opportunities created by the process of 
development, was at the outset accorded equal priority with the goal of 
economic growth. 

The refusal of India’s leaders to consider the problems of economic de- 
velopment solely in terms of maximizing growth, to the exclusion of 
other social goals, had its origins in the ideological preferences of the first 
generation of nationalist leaders. These were most strongly influenced by 
an unlikely blend of the religious morality preached by Mahatma Gandhi 
and the materialist philosophy advanced by Marx, including the early 
achievements reported from the Soviet Union under the new socialist 
regime. 

Gandhi, who assumed leadership of the Indian National Congress in 
1920 — when he set out to lead the English-educated intelligentsia in a 
movement of nonviolent noncooperation against the British govern- 
ment — was the first nationalist leader to challenge the middle-class con- 
ception of Independence as “English rule without the Englishman. 
Through his religious life style, his personal austerities, and his volurni- 
nous writings, he ceaselessly drew attention to the plight of those toil- 
ing and unemployed millions who do not even get a square meal a day 
and have to scratch along with a piece of stale [bread] and pinch of salt.’ 


® M. K. Gandhi, Socialism of My Conception, p. 255. 
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Drawing his inspiration from the popular religious movement ofbliakti, 
or devotional Hinduism, dating to medieval times, rather than the 
“high” tradition of the ancient Vedas, Gandhi reinterpreted the caste sys- 
tem to accommodate egalitarian values. He seized on the central doctrine 
of the bhakti saints that salvation is available to all who seek God in the 
spirit of love and surrender, regardless of caste rank, to argue that in its 
uncorrupted form, the caste system made no judgment of superiority or 
inferiority among the major divisions of society. “All were complemen- 
tary to the other and none inferior or superior to any other, each as neces- 
sary for the whole body of Hinduism as any other.” Untouchability, 
Gandhi insisted, was an excrescence of the caste system; an ugly growth 
on a healthy body; the product of the “distinction of high and low that 
has crept into Hinduism and is corroding it.”’° His onslaught on un- 
touchability was, in effect, an attack against this “high and lowness,” 
that is, an assault against the hierarchical order of Hindu society. 

Gandhi constantly enjoined Congress workers to take up constructive 
work activities in the villages and to help the rural masses achieve their 
own economic, social, and moral regeneration. In most cases, the urban 
intellectuals had made their first intimate contacts with the villagers after 
the Indian National Congress, under Gandhi’s leadership, became a 
mass-based political movement. Nehru recorded that it was not until the 
mid-1920s, when he was active in organizing local units of the Congress 
party that he first visited the rural areas of his own province. And it was 
not until 1936, when Congress decided to contest provincial elections, 
that he traveled to other regions of the interior and literally came to “dis- 
cover” the hundreds of millions of his countrymen who remained virtu- 
ally invisible to large numbers of his class prior to the advent of Gandhi. 
It was the combination of Nehru’s socialist language and Gandhi’s teach- 
ings and techniques that produced the 1931 Resolution of the Karachi 
Session of Congress, which for the first time widened the definition of 
political freedom to encompass an “end to the exploitation of the masses 
. . . and real economic freedom for the starving millions.”” 

The discovery of the Indian masses had an even more far-reaching in- 
fluence on the pohtical orientation of the Indian intelligentsia. The mid- 
dle classes “wanted some cultural roots to cling to, something that 
would reduce the sense of frustration and humiliation that foreign con- 
quest and rule had produced. Accepting Gandhi as their guide, they 
found strength and encouragement through a vicarious journey into In- 
dia’s past. 

Gandhi’s impact on the first generation of the nationalist intelligentsia 

M. K. Gandhi, The India of My Dreams, p. 72. 

'' Indian National Congress, AICC, Resolutions on Economic Policy and Programme, 1924- 
1954, p. 6. 

Jawaharlal Nehru, The Discover)’ of India, p. 343. 
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was so profound that we need to remind ourselves just what it was. As 
early as 1908, Gandhi described his fundamental philosophical position, 
which he hardly felt it necessary to alter, as one that assumed that India’s 
ancient civilization, in its “uncorrupted” form, embodied a moral 
superiority over the advanced industrial societies of the West. He wrote: 
“True civilization is that mode of conduct which points out the path of 
duty. Performance of duty and observance of morality are convertible 
terms. To observe morality is to attain mastery over our mind and pas- 
sions. So doing, we know ourselves. If that definition be correct, then 
India, as so many writers have shown, has nothing to learn from anv- 
body else.”^^ 

In contrast to many liberals and socialists in the West, Gandhi main- 
tained a passionate aversion to modern industrial life throughout his long 
political career. He blamed modern science and technology for the pro- 
liferation of cheap luxuries and easy pleasures that eroded the moral basis 
of Hindu society. Manufactures from abroad whetted the appetites and 
strengthened the acquisitive motive. Profit became the sole purpose and 
only measure of human relationships. Competition corroded the pattern 
of mutual rights and obligations binding the upper-caste landed and the 
low-caste landless groups into a cohesive village unit, and injeaed eco- 
nomic exploitation and class conflict into village life. It sometimes 
seemed that Gandhi could not find enough pejoratives for modem civili- 
zation. It was Satanic; a Black Age; a disease and an affliction. Man, to 
become well, had to resist the tyranny of the machine; return to manual 
labor and production for use; forsake the illusory civilization of bodily 
comfort, and cleave to the real civilization of the spirit and morality. 

Gandhi realized that it was not enough simply to condemn industrial 
society; it was necessary to provide an alternative model, that of a society 
that had not abandoned its traditional morality. The embodiment of this 
ancient moral glory, according to Gandhi, could still be found in India, 
in her hundreds of thousands of village communities that had endured 
over thousands of years of history. Those who became Gandhi s devoted 
disciples in accepting his antithesis between material and moral progress 
also joined in his glorification of village life. They found, along with 
Gandhi, that “the moment you talk to [the Indian peasants] and they 
begin to speak . . . wisdom drops from their lips. Behind the crude ex- 
terior, you will find a deep reservoir of spiritualit\^ ... In the case of an 
Indian villager, an age-old culture is hidden under an encrustment of 
crudeness. Take away'^ the encrustation, remove his chronic poverty' and 
his illiteracy' and y'ou have the finest specimen of what a cultured, culti- 
vated free citizen should be,”^'’ 

M. K. Gandhi, Hind Swaraf or Indian Home Rule, p. 44. 

Gandhi, Hie India of. My Dreams, p. 44. 
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India’s mission after Independence, for those who shared this perspec- 
tive, seemed clear. It was to restore and rebuild the villages, to purge 
them of the defects that had corroded but not destroyed the spiritual ge- 
nius of the ancient civilization. Immediate importance was assigned in 
this enterprise to rooting out obvious social evils, particularly untoucha- 
jjlpility, illiteracy, and disease, and debilitating habits such as drunkenness 
^'nd drug taking. The keystone of village reconstruction was the effort to 
reestablish traditional handicraft industries that had succumbed to 
cheaper machine-made products from abroad, but which had kept the 
villages prosperous and self-sustaining in premodern times. 

The Gandhians argued that if these things were accomplished, eco- 
nomic and social inequalities would largely disappear. The adoption of 
the simple hand technologies of ancient times would again ensure that 
production, consumption, and distribution were simultaneous and 
would prevent the emergence of very great differences in wealth. The 
incentive to economic activity in the absence of a money economy would 
be production for use rather than the profit motive per se. In fact, virtu- 
ally an ideal form of cooperative economy would evolve. Gandhi envis- 
aged, for example, that “the land would be held in cooperation by the 
owners and tilled and cultivated in cooperation. The owners would work 
in cooperation and own capital, tools, animals, seeds, etc., in coopera- 
tion.”^^ Cooperative patterns could also be applied to cottage and small- 
scale industries. Even caste, purified of its hierarchical content, could 
function as a major pillar of the new egalitarian and cooperative order. It 
would reconcile natural differences in ability with complete social equal- 
ity and in so doing protect the organic unity of society from the disinte- 
grative potentialities of competition. 

The Gandhians’ picture of Indian society as it was to be after Inde- 
pendence was at complete odds with the outline of a modern industrial 
state. Clearly, for Gandhi and his followers, the path ahead was also the 
road back. The India of my dreams, wrote Gandhi, “would express the 
ancient moral glory. It would do this by placing strict limitations on 
opportunities for the accumulation of wealth. The reconstructed Indian 
village, using simple hand technologies in agriculture and industry, and 
engaged mainly in production for use rather than profit, was the nearest 
approach to a civilization based on religion Gandhi could imagine. It 
was designed to restore India’s traditional identity as a spiritual nation; 
and to offer hope of redemption from the modern illusion that real mean- 
ing could be found in the relentless pursuit of money, machinery, and 
pleasure. 

Nehru and his colleagues were not persuaded. The majority of Indian 

N. K. Bose, ed.. Selections from Gandhi, p. 772. 

Gandhi, The India of My Dreams, pp. 87-95. 
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intellectuals, even when they were drawn to Gandhi out of respect for his 
personal dedication and political acumen, rejected his social vision. Even 
under Gandhi’s leadership, the Indian National Congress never deviated 
from its long-established goal of developing a modern industrial society 
in India. Nevertheless, the political orientation of the Indian intelligentsia 
was significantly and permanently altered by their glimpse of the pas^ 
Under Gandhi’s tutelage, they thought they saw in the surviving struck 
tures of traditional society — no matter how decayed and corrupted they 
had become — evidence of a system of social morality superior to any 
found in the advanced countries of the West. Specifically, they discov- 
ered in the institutions of the joint family, caste, and the village commu- 
nity, an entire society based on the “security, stability' and continuance of 
the group’’ in opposition to selfish individual interests. Men such as 
Nehru identified the vital and enduring element in Indian society, “the 
worthwhile something” that had preserved India’s cultural stability 
against foreign invasion and colonial rule, in the system of social organi- 
zation firmly rooted in the group ideal. 

Indian intellectuals who began to reappraise traditional values and in- 
stitutions in the light of Gandhi’s critique of modern industrial society 
did not, on this account, abandon the goal of economic development. 
They did, however, become seriously concerned about the values and 
priorities of the modern society they were trying to build. They began to 
question whether economic modernization was a sufficient end in itself. 
Science, Nehru finally concluded, said nothing about the moral content 
or purpose of life. Yet instinctively he felt “some kind of ethical ap- 
proach to life” was necessary, and it was to the ancient world that he 
turned for guidance on the set of ethical values that could be applied to 
modern politics. Significantly, Nehru concluded his “Discovery of In- 
dia” with a critique of modern industrial society based largely on the ab- 
sence of social values. He deplored the “e.xcessive individualism of the 
West” and the conflict inherent in it. He found that “the competitive and 
acquisitive characteristics of modern capitalist society, the enthronement 
of wealth above everything else, and the continuous strain and lack of 
security for many had afflicted entire populations with neurotic anxieties 
even in the midst of great material abundance.” He penned this morbid 
description of the human costs of modern Western progress: 

It would seem that the kind of modern civilization that developed 
first in the West and spread elsewhere, and especially the metropoli- 
tan life that has been its chief feature, produces an unstable society 
which gradually loses its vitality. Life advances in many fields and 
yet it loses its grip; it becomes more artificial and slowly ebbs away. 


Nehru, The Discover)’ cf India, p. 253. 
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More and more stimulants are needed — drugs to enable us to sleep 
or to perform our other natural functions, food and drink that tickle 
the palate and produce a momentary exhilaration at the cost of 
weakening the system, and special devices to give us a temporary 
sensation of pleasure and excitement — and after the stimulation 
come the reaaion and a sense of emptiness.^® 

Gandhi’s attack on modern civilization, while it did not convert the 
intelligentsia to his vision of the future, did focus their attention on the 
normative aspects of modernization. As a result, in India, the concept of 
modernity was expanded to add moral to the material elements of eco- 
nomic growth. Indirectly, Gandhi raised the problem of alternative pat- 
terns of modern society. As one immediate consequence, the intelligent- 
sia directed their attention to the actual models of development available 
to India on the basis of the experience of the advanced countries. 

As information and propaganda about the Russian experiment began 
to flood India in the late 1920s and early 1930s, many intellectuals 
thought they saw in the Soviet pattern of society a more congenial model 
of modernity. Although Nehru’s commitment to socialist ideals has 
often been traced to his first encounter with Fabianism during his college 
years at Cambridge, Nehru wrote in his Autobiography (and subsequently 
repeated to his biographer, Michael Brecher), that his early contacts with 
socialist theory were superficial in nature, and had left no permanent im- 
pression on his political attitudes. In fact, Brecher reports that it was 
twenty years after Nehru left Cambridge, not until 1930 or so, that he 
actually “began to acquire a serious understanding of and attraction to 
socialism. Moreover, on Nehru’s own testimony, the object of this 
attraction was not the academic Fabianism fashionable in Edwardian 
England, but the practical example of socialism in the Soviet Union (be- 
fore the onset of Stalinism) to which he was directly exposed in contacts 
with orthodox Marxists in 1927 at the Brussels Conference of Oppressed 
Nationalities and during a brief four-day visit to Moscow in the same 
year.^® 

Lenin’s polemics against imperialism as the last stage of monopoly 
capitalism, and vigorous Soviet support for movements of national inde- 
pendence in Asia and Africa certainly predisposed Indian nationalists to 
think favorably of the Soviet Union. Socialism was also attractive to 
Congress modernists because of its association, in Russia, with economic 
planning. It offered a “scientific” approach to the problems of resource 

Ibid., p. 567. 

’’ Nehru’s account of his intellectual interests (or rather lack thereof) at Cambridge is 
given in Jawaharlal Nehru, An Atitobiography , pp. 19-26. His remarks to his biographer are 
found in Michael Brecher, \’elmi, A Political Biography, p. 48. 

Nehru, An Autobiography , pp. 161-65. 
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allocation and investment that seemed instrinsically superior to 
capitalism’s dependence on unpredictable market forces. The strong at- 
traction for Marxism that developed among Indian intellectuals in the 
1930s, however, has to be explained primarily in terms of a deeper emo- 
tional affinity with its expressed social ideals. There are, in fact, striking 
similarities between central doctrines of Gandhian thought and the con- 
ceptual framework of theoretical Marxism as it relates to the moral basis 
of economic and political organization. 

The writings of Gandhian economists were virtually indistinguishable 
from Marxist tracts with respect to their basic assumptions about the 
immoral character of capitalist economic institutions. Private property, 
and its corollary principle, production for profit, were denounced in 
both as the fundamental cause of all exploitation in society. Gandhi him- 
self claimed that “socialism was not born in the discovery of the misuse 
of capital by capitalists,” but was an explicit teaching of the earliest 
Hindu religious texts. He asserted: “Real socialism has been handed 
down to us by our ancestors who taught, ‘All land belongs to Gopal — 
where, then is the boundary line? Man is the maker of that line, and he 
can, therefore, unmake it.’ Gopal literally means shepherd; it also means 
God. In modern language, it means the State, i.e., the People. . . . Land 
and all property is his who will work for it.”^^ 

Although Gandhi generally expressed his economic theories in tradi- 
tional language, he left no doubt that he personally subscribed to the 
labor theory of value. In his view, the capitalist was actually commiting 
the moral equivalent of theft when he appropriated the greater part of 
labor’s product — the “surplus value” above the minimum needed to sus- 
tain the workers’ productivity — as profit. Gandhi went so far as to for- 
mulate his first economic principle as asteya (nonstealing) , which he de- 
fined as possession for need only. And, he buttressed this further with his 
concept of “bread-labor,” that is, the requirement that every person do 
some manual labor either in agriculture or handicraft industry to meet his 
own needs. In principle, Gandhi’s vision of a just economic system was 
indistinguishable from pure communism. His longtime secretary, 
Pyarelal, has recorded that in Gandhi’s ashrams, the ruling principle was 
“to each according to his needs, from each according to his capacity. 
Thus, “his ashrams are themselves experiments in communism. 

Moreover, Gandhi not only believed that strict limitation of private 
property and the virtual elimination of the profit motive were basic re- 
quirements for a just economic system, he was equally certain that they 
were crucial to the creation of genuine democracy. In his view , there was 
an inherent contradiction between a class-based economy and popular 

Gandhi, The India of My Dreams, p. 96. ^ 

M. K. Gandhi, Towards Non-Violent Socialism, Appendix to Section XI, Gandhis 
Communism” by Pyarelal, pp. 185-86. 
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government. Under capitalism, the moneyed class could control political 
parties, the legislatures, and the mass media so that democracy existed in 
name only. Gandhi early criticized the British Parliament as “hypocriti- 
cal and selfish,” each member thinking and voting in terms of “his own 
little interest. According to Gandhi, the only relevent criterion of 
democratic government was the capacity of the masses to regulate and 
control authority. In a true democracy, there would not even be any need 
for political parties or elections in the Western sense of the term. Each 
individual and group would automatically put the common welfare 
above his own. The “true democrat” would “think and dream not in 
terms of self or party but only of democracy. In a “perfect” democ- 
racy, consensus and unanimity would replace elections and majority rule. 
Ultimately, the state would cease to have much importance; law and 
order could be left in the few deviant cases to organized citizens’ groups. 

This fortuitous conjunaion of “traditional” Hindu values (as they 
were reinterpreted by Gandhi) and “modern” ethical precepts in theoret- 
ical Marxism provided an unexpected basis for active collaboration be- 
tween the religiously oriented, backward-looking, Gandhian wing of 
Congress and the secular-minded, modernist intelligentsia. Inevitably, at 
the same time as the Gandhian-socialist consensus grew, a split began to 
develop in modernist ranks between the intelligentsia on the one hand 
and the emerging business classes on the other; the first advocating in- 
dustrial development in combination with socialist reform, the second, 
supporting capitalist techniques and showing little sympathy for egalitar- 
ian principles. Ultimately, this alignment among the major forces of the 
nationalist movement exercised a decisive influence on India’s basic ap- 
proach to planning in the post-Independence period. 

During the Nehru years, the development strategy was the direct re- 
sult of Gandhian-socialist collaboration. It therefore becomes important 
to understand the nature and content of the consensus that evolved. 

It is clear that the Gandhian-socialist consensus was predominately 
value oriented. There was much greater unanimity on the ethical criteria 
by which social policies should be adopted or discarded than on specific 
programs of action. First, there was general agreement that economic 
policy should aim for the progressive removal of inequalities in Indian 
society, and ultimately result in the complete disappearance of class dis- 
tinctions. Second, the Gandhians and the socialists concurred on the need 
to limit sharply the existing scope of the acquisitive instinct in Indian 
economic life, and to create a new set of cooperative motives. Third, 
both groups agreed that as far as possible institutional changes should be 
introduced to substitute cooperative principles of economic organization 
for the prevailing system based on private enterprise. 

Gandhi, Hind Swaraj or Indian Home Rule, p. 22. 
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Beyond these broad principles, the position was complicated by the 
fundamental disagreement between Gandhians and socialists about the 
place of industrial development in post-Independence India. Even here 
however, a limited but nevertheless crucial accommodation did take 
place. In his later writings, Gandhi indicated a willingness to com- 
promise with industrialization, when mechanization did not jeopardize 
human individuality or social cohesion. In 1940, for example, he wrote: 
“I do not exclude the industries ... so long as they do not smother the 
villages and village life. I do visualize electridty, ship-building, iron- 
works, machine-making and the like existing side by side with village 
handicrafts. But, the order of dependence must be reversed. Hitherto, 
the industrialization has been so planned as to destroy the villages and 
village crafts. In the State of the future it will subserve the villages and 
their crafts.”^ Given this formulation, it became possible to treat the 
Gandhian-socialist controversy over the place of machinery in Indian so- 
ciety as a matter of emphasis, with the Gandhians supporting such indus- 
trialization as did not destroy traditional values and patterns of social or- 
ganization. To the c.xtent that the Gandhians accepted the need for basic 
industries, moreover, they agreed with the socialists that these should be 
developed primarily in the public, rather than the private sector. 

Socialists, for their part, made an equally critical adjustment in out- 
look. They continued to rely on public ownership and control of basic 
industries to prevent the economic exploitation characteristic of capitahst 
systems. But they admitted that state-operated enterprises could not 
solve the human problems of psychological distress created by the ver^" 
process of modernization. In some respects, the Soviet model artually 
seemed to intensify these costs of economic development. The creation 
of mammoth industrial complexes in a few urban centers; the large shifts 
of population to the cities; the breakdown of small local communities; 
the disintegration of extended kinship groups; the application of mass 
production techniques; and the impersonal managerial device of a gov- 
ernment bureaucrac)', all resulted in very much the same sense of per- 
sonal alienation and anxiety evidenced in advanced capitalist countries. In 
addition, even in rural areas, peasants were exposed to a similar process 
of social atomization through the amalgamation of traditional small-scale 
village communities into huge collective farms, owned by the state and 
operated in bureaucratic fashion by representatives from the distant Cen- 
ter. Worse still, the concentration of all economic resources in the hands 
of the state constituted an ever present threat of political abuse, and car- 
ried with it the possibility of increasing regimentation. 

Indian socialists, in an attempt to avoid the pitfalls of the Soriet model 
of modernity, decided on two major and related modifications: (1) the 

^ Gandhi, Socialism of My Conception, p. 127. 
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decentralization of all economic activity to the extent compatible with 
overall central planning and direction of the economy; and (2) preserva- 
tion of the village as the primary unit of social organization. In making 
these revisions, the socialists implicitly accepted Gandhi’s key premise of 
the moral superiority of the ancient social structure. Even more, they 
held out the hope of achieving a more humanistic version of modern so- 
ciety than any yet realized, by building on the foundations of the old 
group values and institutions that still survived. Though the profit mo- 
tive might dominate the contemporary Indian scene, Nehru reasoned, 
“There is no such admiration for it in India as there is in the West. The 
possessor of money may be envied but he is not particularly respected or 
admired. Respect and admiration still go to the man or woman who is 
considered good and wise, and especially to those who sacrifice them- 
selves and what they possess for the well-being of the community as a 
whole. Similarly, he argued that while the village had decayed as a 
cohesive social unit during the period of British rule, 

still [it] holds together by some invisible link and old memories re- 
vive. It should be easily possible to take advantage of these age-long 
traditions and to build up communal and cooperative concerns in 
the land and in small industry. The village can no longer be a self- 
contained economic unit (though it may often be intimately con- 
nected with a cooperative or collective farm), but it can very well be 
a governmental or electoral unit, each such unit functioning as a 
self-governing community within the larger political framework 
and looking after the essential needs of the village. 

Out of such speculations and hopes, arose the concept of a uniquely 
“Indian” variety of socialism, a social pattern that could reconcile the 
modern goals of economic development with the traditional community 
values of small-scale agrarian societies. The village could no longer be an 
autonomous and self-sufficient unit, but it could be revitalized as a social 
organism by making it the primary focus of economic and political 
development programs in the countryside. India might thereby avoid, 
Nehru wrote, that divorce from the soil that seemed to condemn all 
modern industrial societies to spiritual decadence and internal decay. He 
asserted; “It should be possible to organize modern society in such a way 
as to keep men and women as far as possible in touch with the land and to 
raise the cultural level of the rural areas. The village and the city should 
approach each other in regard to life’s amenities so that in both there 
should be full opportunities for bodily and mental development, and a 
full, all-rounded life.”^® 


Nehru, The Discover)' of India, p. 512. 
Ibid., p. 534. 


“ Ibid., p. 569. 



18 


the paradox 

It was a conception Gandhians and socialists could share. “Socialism ” 
so defined, seemed to ensure that the new pattern would preserve the 
special Indian genius” of social organization, by providing for the mate- 
rial advance of the mass of rural people within their traditional village set- 
ting. In November 1947, the All-India Congress Committee defined in- 
dependent India’s broad political objectives and economic program in the 
following terms; 

Our aim should be to evolve a political system which will combine 
efficiency of administration with individual liberty and an economic 
structure which will yield maximum production without the con- 
centration of private monopolies and the concentration of wealth 
and which will create the proper balance between urban and rural 
economies. Such a social structure can provide an alternative to the 
acquisitive economy of private capitalism and regimentation of a to- 
talitarian state. , 

This was the first official statement by the national leadership of the 
“third way” in economic development. Subsequently, the development 
process was considered in broader terms than economic growth to in- 
clude ideological preferences for the establishment of an egalitarian, de- 
centralized, and cooperative pattern in agriculture and the rapid expan- 
sion of public ownership in the basic industrial sector. 

These social goals offered a painful contrast to social realities. On the 
eve of Independence, India was still stamped with the sharp disparities of 
the most deeply stratified society in human history. Its predominately 
peasant economy had been gratuitously exposed to capitalist economic 
incentives and institutions for over one hundred years. How was the 
transformation to a modern industrial economy within the framework of 
socialist norms and patterns of organization to be worked? Above all, 
how could the goals of economic growth and social transformation be 
achieved, given on the one hand the rejection of models of evolutionary 
economic change under capitalism, and on the other constraints imposed 
by politics and culture against the use of violence for the purpose of 
sweeping away obstacles to radical social change? 

At the outset, the leadership’s commitment to social goals of planning 
led them to reject as inadequate the narrow growth models abstracted 
from the pattern of industrial development in the West. The growth 
theories could not be separated from and were predicated upon policies 
that led to an increase of inequality. They required financial and other 
incentives to private investment, usually in already favored regions— 
those having superior infrastructure or other natural resources and b) 

Resolutions on Economic Policy and Programme, 1924-J954, p. 20 . 
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individuals with sufficient savings to take advantage of new growth op- 
portunities. The resulting increase in economic disparities, whether be- 
tween “modem” and “traditional” sectors, “adv^anced” and “backward” 
regions, or simply the rich and the poor, was the very mechanism 
through which growth had been achieved. They created both the possi- 
bility of accumulating the vast amounts of savings essential to capital 
formation and the opportunities for profitable investment that estab- 
lished the foundations for future expansion. During the earliest stages of 
industrial development, distribution of income between the more and 
less privileged regions, sectors, and social classes worsened. Only over 
the long run did the process of development accelerate to the point that 
surpluses became so large that they generated economic benefits which 
“trickled down” to most members of society. 

The prospect under Indian conditions was, moreover, much worse. 
The adoption of capitalist growth models would have excluded the vast 
majority of the peasant population from participating in the gains of de- 
velopment over any foreseeable future. First, there was little prospect that 
sufficient additional employment could be created within the modern in- 
dustrial sector to absorb the rural unemployed and underemployed. The 
opportunities for substitution of labor for capital offered by available 
technology were limited, especially when contrasted with the massive 
numbers of the rural population that needed to be produaively em- 
ployed. In addition, the impoverished peasantry was hardly equipped to 
take advantage of new growth opportunities inside the agricultural sector 
provided by greater incentives for private investment on improved pro- 
duction practices. They owned either no land or small fragments of land. 
Under existing conditions of extreme concentration in the ownership of 
physical assets, an undiluted capitalist approach could only benefit those 
few who were already reasonably affluent — the members of the domi- 
nant landowning castes who had traditionally controlled village life. 
Meanwhile, the rapid spread of commercial agriculture would necessar- 
ily undermine still further the old caste-based ties of diffuse social obliga- 
tions that might otherwise have served as a bridge between traditional 
and modern forms of reciprocity and cooperation in village economic 
life. 

Once evolutionary models of capitalist economic growth were re- 
jected, however, it became difficult to distinguish between the economic 
means and the social goals of India’s development effort. If the majority 
of the landless and land-poor peasantry were to be provided with the op- 
portunity of improving their productivity, income and consumption 
within the village economy, then economic strategies had to provide for 
the prior or simultaneous reduction of disparities, particularly redistribu- 
tion of land. Once agricultural policies were designed around participa- 
tion of the majority of small farmers, moreov-er, some degree of change 
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in agrarian reorganization from individual to cooperative patterns of 
economic activity was essential to provide economies of scale to large 
numbers of small holders. Stated this way, the means and ends of devel- 
opment endorsed by the national leadership amounted to no less than a 
complete reorganization of the existing village society. They inevitably 
evoked political prescriptions, based on historical precedent, for a direct 
attack on the old social and economic structure, as the precondition for 
reconciling growth and equality goals. 

Yet if the evolutionary growth models of the capitalist pattern were in 
direct contradiction with the social goals of India’s development, alterna- 
tive revolutionary and communist models of sweeping social change en- 
countered a number of serious political constraints. Not only were such 
strategies outside the intention and/or the capability of government or 
any organized opposition movement; even worse, they were in practice 
prescriptions that could only retard social change on the one hand or 
trigger social chaos on the other. Under Indian conditions, a frontal as- 
sault on the existing social order, in the best case, would delay or abort 
desired egalitarian changes by fragmenting large numbers of the poorer 
peasantry among more potent allegiances to language, religion, or caste. 
In the worst case, such an assault would be likely to lead to a prolonged 
period of disorder and the prospect of national disintegration. 

The overriding political constraint was that parochial loyalties far 
outweighed national commitments. A myriad of internal cleavages 
sharply divided the subcontinent. Within India’s boundaries were four- 
teen major linguistic groupings, each claiming a unique cultural heritage; 
a large Muslim religious minority, accounting for one-sixth of the total 
population; and, at the core of the social structure, over three thousand 
endogamous caste groups. The entire national political structure after In- 
dependence was, in fact, built upon accommodation of these linguistic, 
religious, and caste sentiments and structures as the only way to acceler- 
ate national integration, enhance the legitimacy of the political system, 
and maximize the possibility of peaceful adjustments of social conflicts 
that arise during the development process. 

Language had, by 1956, been granted formal recognition as a legiti- 
mate principle of political organization when the states were reorganized 
around linguistic boundaries and kept wide federal powers over public 
order, welfare, and development subjects, including land reforms. If, for 
example, we apply Stalin’s definition of nationality, it can be argued that 
there were fourteen “nations” in India, in the sense that each linguistic 
group is “an historically evolved stable community of people formed on 
the basis of a common language, territory, economic life and psycholog 
ical make-up manifested in a common culture. ”3° There is, moreover, 

30 J. Stalin, Marxism and the National Question (Moscow, 1950), p. 16. 
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no dominant national group compared to the Great Russian, nor is the 
largest linguistic group of Hindi speakers dispersed throughout the coun- 
try.^^ On the contrary, under a federal constitution, the linguistic state 
provided a main focus of extended feelings of political solidarity. 

Diverse linguistic communities were not the only subnational unit 
around which the peasantry was politically organized. Indeed, within 
each “nation” there were multiple centers of personal and parochial loy- 
alty that played an even greater role in arranging peasant participation. 
Caste, in particular, had been used as a natural building block by party 
organizations in ways that split the solidarity of the poor. 

In general, national political parties did not recruit from among the 
poor peasantry. Instead, they accommodated themselves to the existing 
power structures as the easiest way to win votes. The advent of adult 
suffrage did displace the tiny English-educated upper-caste urban profes- 
sionals from key positions in party organizations, but the major ben- 
eficiaries of the change were the most prosperous sections of the domi- 
nant landowning castes, individuals who could exploit a wide network 
of traditional caste, kinship, and economic ties (of dependent sharecrop- 
pers and laborers) to organize a large personal following. The rate of 
politicization of low caste/class members was by this process slowed 
down. Such groups did not act independently in making demands on the 
political system. Rather, they related to the political process only 
through the dominant caste leadership. 

Despite historical precedents suggesting that drastic agrarian reforms 
could only take place as part of a major revolutionary upheaval of the 
type experienced in Russia and China, the absence of a class-based party 
organization among the peasantry made such an approach particularly 
unrealistic. In contrast to conditions of advanced social disintegration 
favoring the success of peasant revolutionary movements elsewhere, old 
beliefs, attitudes, and traditional institutions still retained extraordinary 
vitality as rallying points for popular loyalties. Class consciousness and 
the degree of peasant organization was correspondingly low. Any at- 
tempt to carry out agrarian reforms on a wave of local peasant revolts 
risked the danger that large-scale social struggle would spill across class 
boundaries and trigger civil violence that could threaten national unity. 

The potential for widespread social violence was almost boundless. 
There was, first of all, the “national” issue. To cite Stalin again; 

The bourgeoisie of the oppressed nation, repressed on every hand, is 

naturally stirred into movement. It appeals to its “native folk” and 

Whereas Great Russian accounts for the language ofover 58 percent of the population, 
and Great Russian speakers are dispersed throughout the Soviet Union, Hindi users total 
about one-third of the national population in India and arc concentrated in the northern 
Gangetic plains. See Selig Harrison, IiiHia: The Most Dansierous Decades, p. 304. 
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begins to shout about the “fatherland,” claiming that its own cause 
IS the cause of the nation as a whole. It recruits itself an army from 

among its “countrymen” in the interests . . . of the fatherland 

As far as the peasants are concerned their participation in the na- 
tional movement depends primarily on the character of the re- 
pressions. If the repressions affect the “land” . . . then the mass of 
peasants immediately rally to the banner of the national move- 
ment.^- 

Second, there was the possibility of large-scale communal violence. 
Animosity had, in fact, smoldered and sporadically flared between 
Hindu and Muslim communities throughout the colonial period, ending 
in the conflagration that consumed half a million lives in 1947 , when the 
subcontinent was partitioned into India and Pakistan. Conflicts betiveen 
Hindu landlords and Muslim tenants would not necessarily be any easier 
to contain. Third, in parts of rural India, and particularly in the south, 
there were possibilities of cruel caste conflict. Cleavages drawn on the 
basis of landed and landless classes closely paralleled the traditional divi- 
sions between pure and polluted castes. In many villages, the landlord 
was also a Brahmin; the landless farm worker was a Harijan,^^ descend- 
ent of the despised untouchables. Finally, even within the lower castes, 
poor peasants might be divided by different perceptions of their eco- 
nomic interest among those who owned some land and those who 
owned none at all. Some peasants would simply choose to remain loyal 
to their old patrons. In such cases, relations between landlords and the 
landless would settle into a permanent adversary pattern, even while the 
poor became polarized between “loyal” workers and tenants and those 
who joined the rebels. 

Such political constraints were ultimately decisive in convincing even 
committed socialists that the multiple goals of development had to be 
pursued through democratic methods. Yet, this was still mainly to state 
the dimensions of the problem rather than to suggest a solution. If the 
cost of social change through violent revolution was likely to be prohibi- 
tive in risking the dangers of national disintegration, the pursuit of re- 
forms solely through the electoral process was even more certain to be 
ineffective. 

Some of the same conditions that lirmted the possibilities of revolu- 
tionary change restricted the effectiveness of parliamentary processes in 
carrying out reforms. The fact that the nation-state had been created 
without a prior confrontation between the modem leadership and au- 
thoritative traditional groups helped to preserver the old leadership pat- 

Stalin, Marxism and the iSational Question, pp. 28-29. 

As part of his lifelong effort to eliminate discrimination against untouchables, oan 
called them by the name of Harijans — children of God. 



THE PARADOX 


23 


terns. Central power had not been consolidated after a long period of 
struggle at the expense of local authorities. Rather, the power of the cen- 
tral government complemented and did not replace that of local notables. 

Despite their professed aim of carrying out elaborate developmental 
and welfare functions, the elected governments after Independence were 
able to establish only a token administrative presence at the village level. 
Instead, like the colonial regime before them, they relied primarily on the 
cooperation of established local leaders to organize peasant participation 
on behalf of national economic and social policies. Similarly, the process 
of “party building” involved little more than pyramiding alliances 
among district and state factional alignments that at their base often 
turned out to be the personal followings of local leaders. 

The Congress party, which had dominated politics since the turn of 
the century, mastered the art of political accommodation to its highest 
degree. They succeeded by adapting local power structures, using the 
natural building blocks closest at hand. Within each region, they re- 
cruited from among those who were typically members of the dominant 
landowning castes and who were the leading members of the large land- 
owning caste. Such local notables put together the basic units of the 
Congress party organization. The units were composed of the leader’s 
kin, caste fellows, and economic dependents. The wider district, state, 
and national party organization represented a complex pyramiding of 
these vertical (multicaste and multiclass) alliances. Indeed, the majority 
of Congressmen retained primary loyalty to their faction, or, if the party 
dissolved, to the kinship and caste groupings at its core, rather than to 
the party. The relationship of the local faction leaders and the state and 
national Congress party was often asymmetrical; the authority of the 
former was largely independent of party identification; in many cases, 
the power of the latter depended on the support of the rural elites.^'’ 

The introduction of electoral politics under these conditions tended at 
the outset only to reinforce the strategic position of the dominant land- 
owning castes by enlarging their role as intermediaries in relationships 
between the village and outside authorities in the administration and 
government. They were the “link men” in the constituencies, whose 
support was courted by the political parties because they controlled the 
“vote banks” built on the loyalties of local faction members. During 
general elections, the faction leader acted as a broker between his v'illage 
and the political party, delivering peasant votes in return for preferential 
treatment for his group if the candidate was successful. Similarly, the 
very fact that a local leader enjoyed access to influential persons in gov- 

A number of empirical studies have confirmed this general pattern of grass-roots polit- 
ical organization by the Congress party. The model for most of them remains Myron 
Weiner, Party Building in a \'etv Nation, The Indian National Congress. 
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eminent and administration outside the village enhanced his status and 
power in attracting a larger local following. The net result was that uni- 
versal suffrage and an open electoral process by themselves could not create 
the conditions of popular pressure from below to accomplish peaceful 
implementation of social reforms. Rather, preexisting kinship, caste, and 
economic ties were projected into vertical patterns of political mobiliza- 
tion by leaders of the dominant landowning castes to reinforce the fac- 
tional structures that divided the poor and prevented them from using 
their potential power in superior numbers to pursue common economic 
interests. 

The resolution of the paradox of accommodative politics and radical 
social change required a substitute for a frontal assault on the strategic 
position of the dominant landed castes, one that could gradually under- 
mine the vertical patterns of political organization fragmenting the peas- 
antry around tics of kinship, caste, and economic dependence and create 
the conditions for peaceful mobilization of the poor on the principle of 
their shared poverty. In fact, the broad outlines of such an approach had 
been worked out by Gandhi during the early years of the nationalist 
movement. 

Gandhi’s point of departure was the notion of appropriate distribution 
embodied in the traditional recognition of mutual, nonsymmetric obliga- 
tions by both the landed and landless groups. Even though the ascriptive 
definition of roles was no longer as decisive in determining the way allo- 
cation occurred, the landowners as well as the landless continued to re- 
spect the normative ideals on which the system was based. Gandhi, 
therefore, proceeded by reinterpreting the traditional notion of social ob- 
ligation as allied to relative standing in the caste hierarchy (dhanua) from 
a sacred concept enjoying religious responsibility on the upper castes to 
use their wealth charitably on behalf of the poor, into a secular ethic of 
equality in which the propertied castes were no more than trustees of re- 
sources given for use of all. Simultaneously, he offered an outline of an 
action program that could ultimately organize effective power to enforce 
this egalitarian redefinition. Speaking only in terms of a Constructive 
Program that would restore the self-sufficient society of the ancient vil- 
lage, Gandhi required Congress workers to alternate political tasks with 
“village uplift” work for improving the “social” conditions of the peas- 
antry. Despite this formal separation of political and social issues, the 
penetration of the villages by the Constructive Program was also an or- 
ganizational device for weakening the links of dependence that bound the 
peasantry to the dominant landed castes by improving their physical 
condition, increasing their income through the revival of village indus- 
tries, and most important, providing basic education. Taken together, 
Gandhi was convinced that the long-term effects of these methods would 
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be an enlightened and unified peasantry^ led by its own cadre, and capa- 
ble of applying a “nonviolent sanction,” such as peaceful strikes, against 
exploitation by the landowning castes. 

These basic premises of Gandhi’s approach were not abandoned after 
Independence. Rather, under Nehru’s leadership they were adapted to 
exploit the new possibilities for peaceful reform created by the advent of 
democratic political institutions. The strategy that was set down took 
advantage of the potentiality inherent in the democratic process for con- 
verting the superior numbers of the poor into a powerful political re- 
source. It did not, however, rely solely on the dynamics of electoral par- 
ticipation to create new forms of horizontal class organization among the 
peasantry. On the contrary, the leadership followed Gandhian principles 
in the attempt to separate the techniques of political organization from 
the method of social reform. They followed the politics of accommoda- 
tion in preserving the Congress party as a unifying force. The Congress 
continued to recruit from among leading members of the dominant 
landowning castes — notables who had power and influence in local fac- 
tional groupings — and to organize popular participation in the wider 
electoral process through a complex pyramiding of vertical factional 
alliances. The technique permitted Congress to build winning coalitions, 
provide stable government, and enhance national integration by concen- 
trating power at the Center under a “one-party dominant political 
system. 

The goals of social transformation were pursued outside the arena of 
party politics. At the same time as the Congress party claimed to repre- 
sent the interest of all groups, including the propertied classes, the central 
government advanced development policies that were designed to whit- 
tle away at the social supports of economic and political dominance of 
the landed castes. The approach amounted to an indirect attack on the 
normative and institutional foundations of traditional, social, economic, 
and political hierarchies. It was two-pronged. The first point of attack 
aimed at creating new feelings of class consciousness among the peas- 
antry by challenging traditional beliefs that legitimated ascriptive in- 
equalities sanctified by the religious myths of caste. Under Nehru’s lead- 
ership, the constitution, the parliament, the ruling Congress party, and 
the Planning Commission all formally endorsed egalitarian, secular, and 
socialist goals of national policy that established a consensus at the level 
of principle on the aim of constructing a “socialistic pattern of society.” 

This analytical model, which was commonly used to describe India’s system of com- 
petitive politics before the results of the 1967 election temporarily displaced Congress as the 
ruling party in several states, is systematically developed in Rajni Kothari, "The ‘Congress' 
System in India” and Gopal Krishna, “One Party Dominance — Development and Trends,” 
in Centre for the Study of Developing Societies, Party System and Election Studies. 
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The second point of attack was designed to establish new institutions at 
the village level that could ultimately be used by a self-conscious peas- 
antry to mobili 2 e public opinion and organize effective pressure from 
below for enforcing radical social reforms within the democratic political 
system. 

Under the first three five-year plans, the economic development 
approach could not be separated from the strategy of peaceful social 
transformation. In the rural sector, the Planning Commission proposed 
to establish village cooperatives and panchayats (councils) as the major 
instruments of agricultural development, to involve the majority of the 
small peasantry in labor-intensive development schemes and community 
action projects. At the same time, the new development agencies were 
constituted on principles of universal membership and adult suffrage, 
which were intended to make them into major vehicles for democratic 
social transformation. Over time, they had the revolutionary potential of 
redefining the participant village community to include all families, re- 
gardless of caste and economic standing; and of shifting the balance of 
economic and political power away from the landed upper castes toward 
the low-status peasant majority. It was only after the new institutions 
took root, providing the poor with the rudiments of economic and social 
services, and creating the skilled popular leadership necessary to trans- 
form superior numbers into cohesive electoral blocs, that the conditions 


for democratic social change were expected to emerge. 

The Congress party was not assigned an important role in providing 
impetus to this process. Rather, as the links of dependence binding the 
peasantry to the dominant landed castes grew weaker and the capacity of 
the rural poor for political organization improved, it was anticipated that 
they would generate their own leadership to challenge the hegemony of 
the local notables dominating the Congress electoral machines. Under 
the system of local democracy, the Congress might adapt to the new 
political realities or it might be swept away. In. any case, the ground 
would be prepared for a peaceful transition in response to the nonvio- 
lent sanction” applied from below for implementation of agrarian re- 
forms. Equally important, given the additional priority of rapid industri- 
alization endorsed by the mid-1950s, it was envisaged that the councils 


and cooperatives as authentic “peoples’ institutions” would liberate new 
productive energies in the vast rural sector by providing incentives of 
equitable distribution for popular participation in “human investment 
development programs. Inasmuch as substantial increases in agricultural 
production, savings, and surpluses were crucial to the prospects of the 
industrial plan, the nonviolent transformation of the traditional socia 
order was placed at the center of both the economic and political devel- 


opment strategy. 
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The chapters that follow examine the complex interaction between the 
economic and political strategies that shaped national development over 
the generation of India’s democratic rule. The first part of the book e.x- 
plores the origin of the strategy for peaceful social transformation as it 
was worked out by Gandhi during the early years of the nationalist 
movement, and the manner in which these principles were incorporated 
as an integral part of the economic plans after Independence. The later 
chapters analyze the dilemmas of the post-Nehru period in the face of 
mounting evidence that the dual goals of economic growth and radical 
social change were irreconcilable within the existing framework of 
accommodative politics. The symmetry between the old arguments of 
the 1930s and the renewed debate of the 1970s on alternative approaches 
to social transformation suggests that the basic question of India’s politi- 
cal economy remains what it was well over a generation ago. Can there 
be any method of transforming the entire social structure other than a 
direct attack on the propertied castes and classes? 



TWO 


Class Conciliation and Class 
Struggle: Competitive Patterns 
of Mass Mobilization 
in Indian Nationalism 


It is common to speak of the Indian National Congress after 1920 as a 
mass organization. In that year. Congress abandoned the program of 
constitutional agitation it had followed for thirty-five years, and adopted 
a strategy of nonviolent noncooperation against the British government. 
The new methods of massive but peaceful civil disobedience, introduced 
under the leadership of Mahatma Gandhi, were intended to mobilize the 
passive millions of the rural population for effective boycotts of foreign 
goods, no-revenue campaigns, and other large-scale civil disobedience 
movements. An immediate requirement of the new techniques was dras- 
tic alteration in the struaure and composition of the Congress. 

Prior to 1920, the twelve Provincial Congress Committees (PCCs) 
were organized to coincide with the administrative boundaries of British 
India. These boundaries, cutting across linguistic regions, imposed 
knowledge of English as an implicit qualification for active membership 
in the Congress. The provincial committees, and the few district 
branches organized by them, were located in major cities and larger 
towns. Their members were drawn almost exclusively from the profes- 
sional and business classes. No accurate estimates of Congress mem- 
bership before 1921 are available. The total, however, was so small that 
no ceiling needed to be placed on the number of delegates that could at- 
tend the annual session. In 1920, the year of greatest controversy and in- 
terest in party affairs, fewer than 15,000 delegates attended the annual 
session.^ 

Striking changes occurred after 1920. Provincial party organizations 
were reorganized into twenty-one units, mainly in conformity with the 
major linguistic boundaries. Attempts were also made, as far as possible, 
to decentralize the party organization by constituting branches in every 
district and taluka^ of British India. Simultaneously', Congress created a 

' B. Pattabhi Sitaramayya, The History of the Indian \ationaI Congress, 1885-1935, p. 346. 

^ The taluka is a unit of revenue administration below the district level, and inclu es ap- 
proximately 100,000 persons. 
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permanent source of revenue for full-time party work by introducing an 
annual membership fee of four annas per person. ^ In 1921, the year that 
Gandhi led the first national civil disobedience campaign against the Brit- 
ish, membership in Congress climbed to a total of nearly two million.'’ 

The effect of these structural changes on the urban bias of the Congress 
organization was immediate. It can be gauged from alterations in the 
membership of the All-India Congress Committee (AICC) — the national 
executive council of the provincial and district committees. In 1920, 
some 56.5 percent of the members of the AICC came from major cities 
and provincial towns in India. By 1923, this proportion was reduced to 
34.6 percent, with a decisive majority of party activists hailing from 
small towns and rural areas.® The psychological impact of these changes, 
moreover, was sharply enhanced by Gandhi’s insistence that party work- 
ers visibly identify themselves with the masses. Under his leadership, 
even the more urbane and Westernized nationalists adopted traditional 
styles of dress (the cotton dhoti instead of trousers), and forms of speech 
(Hindustani or other local dialeas instead of English) at party meetings. 

Yet, despite the fact that the constitutional changes facilitated the peri- 
odic mobilization of the peasantry in nationwide civil disobedience cam- 
paigns, the new party structure did not substantially alter the caste or 
class characteristics of the political leadership. The membership of the 
AICC continued to be drawn predominately from among upper-caste 
Hindus. Virtually all had Western-style education, and most had training 
in the professions — law, medicine, and journalism.® 

Even at the local level, the great expansion of Congress membership 
did not signal any significant devolution of political power to the bulk of 
lower caste subsistence cultivators, tenant farmers, and landless laborers. 
The vast majority of four-anna members were admitted solely as “pri- 
mary” members. Under the 1920 Congress constitution, however, only 
“active” members who met requirements for enrolling new members, 
raising funds, and carrying out other political and social welfare activities 
sponsored by Congress, were eligible to stand for party office. Primary 
members, moreover, could vote only for representatives to the lowest 
level of party organization, usually the taluka committee. In most cases, 
the taluka committees elected the District Congress Committees 
(DCCs); but the DCCs, in turn, had the greatest influence over the selec- 
tion of the Provincial Congress Committees. Delegates to the annual ses- 
sion of Congress were elected by the District and Provincial Congress 
Committees. The All-India Congress Committee was elected by the an- 

^ This was the equivalent of about eight cents in 1920. 

■* Gopal Krishna, "The Development of the Indian National Congress as a Mass Organi- 
zation. 1918-1923,” p. 420. 

* Ibid., p. 423. 


* Ibid., pp. 423-24. 
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nual session. Further, except for the brief period between 1937 and 1939 
when Congress took over the administration of local government in a 
number of provinces, the day-to-day supervision of the party organiza- 
tion was vested m the High Command— the president, elected by the 
AICC, and his hand-picked appointees on the Working Committee. 

Such demographic data as is available on the Congress party leadership 
prior to Independence indicates that the new rural recruits were primarily 
drawn from the dominant landowning castes in the countryside. Indeed, 
the major effect on patterns of political leadership under the new organi- 
zational structure was to limit the power of small Brahmin elites in favor 
of the more numerous middle-ranking Sudra proprietor castes. This shift 
occurred in almost all parts of British India, but it was most dramatic in 
the south, where Brahmins historically were a small and unpopular 
minority.'^ 

While Congress claimed to represent the masses, therefore, it never 
provided direct access to the party organization for the majority of the 
rural population. Throughout the pre-Independence period, the Provin- 
cial and District Congress Committees remained in the hands of the 
dominant landowning castes, in alliance with the middle-class urban in- 
telligentsia, businessmen, and merchants. 

One result of this was that the national leadership was constantly faced 
with a tactical (and moral) dilemma. Congress claimed to speak for the 
masses. In large measure, however, the party organization was con- 
trolled by the business classes in the cities and the landowning castes in 
the countryside. The intelligentsia, most of whom were committed to 
social and economic reform, feared the effects of splitting the nationalist 
forces by openly supporting tenants and landless laborers against land- 
lords, and urban workers against industrialists. Under Gandhi’s leader- 
ship, the dilemma was solved by emphasizing the role of Congress as a 
nationalist movement that could accommodate all groups and classes 
committed to achieving freedom from British rule. When class conflicts 
did erupt, the High Command’s characteristic response was to try and 
arrange a compromise between the opposing groups in the hope that di- 
visive social and economic issues could be postponed for consideration 
until after Independence. 

The greatest challenge to Gandhi’s policy of class conciliation deve 
oped in the rural sector. The social disruption created by the British deci- 
sion to introduce private property rights in land resulted in a growing 
number of peasant agitations. Such conflicts were most common in t ose 
parts of British India where the Permanent Settlement (and its variation, 


’ The changing religious, caste, and social composition of the 
during the pre-Independence period is analyzed in Stanley A. Kochanek, te o g 
of India, pp. 319-41. 
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the Temporary Settlement) were in force. These land settlements, in 
large areas of the northern and central regions and portions of Madras in 
the south, had recognized the exclusive proprietary rights of zamindars. 
They were local notables who had originally served as tax collectors for 
the Mughals in return for the right to retain a fixed proportion of the 
total levy as a fee, but who had become petty overlords in the area under 
their jurisdiction as the power of the central government declined.® The 
zamindari settlements deprived the cultivator of his customary right to 
security of tenure^ and converted him into a tenant-at-will. At the same 
time, the margin between the “settled” land revenue assessed by gov- 
ernment on the zamindar and the competitive rent of land paid by the 
tenant ultimately became so large that a whole series of intermediaries 
developed between the peasant and the state, each of whom sold their 
rights of rent collection to middlemen below. It was estimated that the 
agricultural classes supporting this chain of rent receivers ultimately paid 
between fifty percent and sixty percent of their gross produce as rent.'® 

The condition of the peasantry was only somewhat better in the re- 
maining part of British India, most of the southern and much of the 

® An excellent summary of the Mughal system of tax collection and its collapse is found 
in Barrington Moore, Jr., Social Origins of Dictatorship and Democracy , pp. 314-30. A much 
more detailed treatment is presented in W. H. Moreland, The Agrarian System of.Vfoslem 
India. The English East India Company, in 1757, recognized the exclusive proprietary 
rights of the zamindars of West Bengal, partly for reasons of administrative convenience. 
There were virtually no records of existing land rights and no official agency in the coun- 
tryside. From the point of view ofcolleaing taxes, therefore, the cooperation of the zamin- 
dars was desirable. To gain their support. Lord Cornwallis instituted the Permanent Settle- 
ment, vesting full rights of ownership in the zamindars, including those of free transfer and 
mortgage of land. In return, the zamindars agreed to pay the Company ten-elevenths of the 
revenue, fixed in perpetuity on the basis of estimates of payments actually collected in the 
past. The Permanent Settlement was modified in later revenue settlements into the Tempo- 
rary Settlement. The revised version provided for the reassessment of land revenue rates 
every thirty years. Altogether, the zamindari system of land tenure was extended to roughly 
forty percent of British India, including half of Orissa and large parts of the United Prov- 
inces, Assam, and Rajputana in the north; Madhya Bharat, Bhopal, and Saurashtra in the 
central and western regions; and smaller sections of Madras in the south. These areas be- 
came part of the post-Independence states of Uttar Pradesh, Orissa, Bihar, Assam, Rajas- 
than, Madhya Pradesh, Gujerat, and Madras. The most comprehensive treatment of British 
land-revenue arrangements is B. H. Baden-Powcll, Land Systems of British India , vols. n and 
HI. 

® Land rights in pre-British India were not defined by law. The ruler was entitled by 
custom to a fixed share of the produce in return for providing protection of life and prop- 
erty. At the same time, the cultivator was recognized to have security of tenure as long as 
he worked the land and paid the revenue. The village community was a third “right” 
holder. It had collective responsibility for payment of the land revenue; enjoyed ownership 
rights in uncultivated wastelands and common lands for grazing; and authority over all 
transfers of land to persons living outside the community. Indeed, individual holdings 
could not be freely sold or mortgaged, since they were considered to belong jointly to the 
male members of the family. For a comprehensive survey of landholding arrangements in 
pre-British India, see Baden-Powell, Land Systems of British India, vol. i. 

Manilal B. Nanavati andj. J. Anjaria, 77ic Indian Rural Problem, p. 105. 
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western regions, where a ryotwari settlement was introduced vesting 
property rights directly in the ryot, or cultivator. The smaller land- 
owner could now command much greater credit on the security of his 
holding. But spiraling interest charges on loans, ranging up to fifty per- 
cent or more per annum, condemned him to chronic indebtedness. In ex- 
tremity, his land was attached for payment and he continued to cultivate 
it, if at all, as a tenant-at-will of a large landlord or moneylender.^^ 

By the late 1920s, objective class conflicts arose that could not be han- 
dled within the framework of the nationalist ideology. Radical groups 
emerged to take advantage of these developments and to agitate for revo- 
lutionary changes in the agrarian structure before Independence as the 
only real meaning of swaraj (freedom) for the masses. The efforts of 
sociahsts within Congress to organize class-based peasants and workers’ 
associations independent of Congress control met with impressive suc- 
cess after the devastating depression of the 1930s. The push of the 
sociahsts within Congress to organize class-based peasants and workers’ 
revolution, and the pull of the Gandhian leadership away from class 
struggle toward class conciliation, and an indirect attack on the social 
causes of exploitation under the Constructive Program, constituted the 
major source of internal tension within the nationalist movement before 
Independence. 

Gandhi’s insistence on nonviolent methods of social change has often 
been interpreted as simple expediency. The major argument advanced 
for this view is the leading role of Indian businessmen in financing the 
nationalist movement. Available information on the extent of business 
contributions to the Congress before Independence is fragmentary. But 
it is doubtful that the financial support of Indian industrialists was crucial 
to maintaining the day-to-day operations of the Congress party. Nehru, 
for one, vehemently denied this. In 1945, he wrote: 

Another frequent assertion almost taken for granted in British cir- 
cles and the British press is that the Indian Congress is heavily 

The principles of the Permanent and/or Temporary Settlement were abandoned in 
some areas, such as Bombay, the Punjab, and Madras, mainly because Hindu and Sikh 
overlords had been directly defeated by the British forces and there were no zamindars with 
whom to settle. As a result, in slightly more than half of British India, including most ofthe 
southern area and much of the regions of Madras, Mysore, Hyderabad, and Bombay, and 
parts of Assam and Madhya Bharat — areas concentrated in the post-Independence states of 
Madras, Mysore, Andhra Pradesh, Maharashtra, and parts of Madhya Pradesh and 
Assam — a ryotwari settlement was introduced, which vested proprietary rights directly in 
the rj'ot or cultivator. These settlements were fixed for a period of twenty or thirty years, 
after which they were revised. 

The actual extent of tenancy’ prior to Independence is uncertain. Nanavati and Anjaria, 
cuUing official reports and ad hoc investigations, claimed that as much as seven r>'-five per- 
cent of the cultiv'ated area was operated by all classes of tenants iri the 1940s. See the Indian 
Rural Problem, p. 197. 
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financed by the big industrialists. This is wholly untrue, and 1 ought 
to know something about it, as I have been general secretaiA' and 
president of the Congress for many years. A few industrialists have 
financially helped from time to time in the social reform activities of 
Gandhi and the Congress, such as village industries, abolition ofun- 
touchability, and raising of depressed classes, basic education, etc. 
But they have kept scrupulously aloof from the political work of the 
Congress, even in normal times, and much more so during periods 
of conflict with government. . . . Congress work has been carried on 
almost entirely on the petty subscriptions and donations of its large 
membership. Most of the work has been voluntary and unpaid.*^ 

Nehru’s assertion that the “normal” work of the Congress (for exam- 
ple, running district and provincial Congress offices, recruiting new 
memhers, and distributing party literature) was financed mainly from 
membership fees seems reasonable. At the same time, the industrialists 
did play a more significant role in smoothing the path of the Congress 
than this simple proposition suggests. Even Nehru conceded that in 
1937, when the Congress decided to contest national and provincial elec- 
tions, “some hig industrialists” had to be solicited for contributions to 
the central eleaion fund.^"* Two other major qualifications to Nehru's 
thesis are more important. First, Gandhi’s firm refusal to condone an at- 
tack on the existing class structure made it feasible for Congress to re- 
cruit low-paid and voluntary upper-caste workers who carried the 
greatest burden of party work. Second, and perhaps even more impor- 
tant, Gandhi’s insistence on peaceful methods of change helped to attract 
large ad hoc donations from the capitalist class for use in “nonpolitical” 
social welfare work. And except for relatively brief periods, (in 1920- 
1922, 1930-1933, and 1942-1945), when the national leadership organized 
mass civil disobedience campaigns, day-to-day contacts with the rural 
population rested heavily on the ability of Congress to support village- 
level workers engaged in “constructive” activity.’® 

” Nehru, The Discovery of India, p. 495. J. B. Kripalani, who was secretary of the Con- 
gress party for twelve years prior to Independence, made virtually the same claim. Kripa- 
lani told the Lok Sabha on March 6, 1968, that he wanted to remove the “misconception 
that capitalists financed the Congress" during the nationalist struggle. He said that “no 
capitalists had given a [cent] to the Congress ofthose years. And 1 know it; 1 was the secre- 
tary of Congress for twelve years.” Like Nehru, he affirmed that the industrialists had 
made donations to Gandhi for welfare and similar activities, but that political work was 
carried on by the four-anna subscriptions of the people. None of the full-time workers re- 
ceived more than Rs. 75 a month (about S24) “and we lived with utmost economy." The 
Statesman, March 7, 1968. 

Nehru, The Discovery of India, p. 495. 

The All-India Village Industries Association was established by Gandhi in 19.54. The 
AIVIA employed its own cadre to carry on village-uplift activities, centering around the 
establishment of hand spinning and supplementary industries; sanitation; health and edu- 
cation. A separate organization, the Harijan Sevak Sanyih, was also formed by Gandhi to 
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Gandhi, in any event, was always appreciative of his cordial reception 
by prominent industrialists. He reported, with evident satisfaction, that 
at his request the rich “gladly” gave donations to the nationalist cause. 
He interpreted this generosity as a “triumph of non-violence, which I 
endeavor to represent. It was Sir Ratan Tata who first came forward 
with substantial financial assistance for Gandhi’s efforts on behalf of the 
Indian community in South Africa in the early 1900s. Later, in 1917, 
when Gandhi was still experimenting with nonviolent methods of mass 
civil disobedience in India, it was the “well-to-do Biharis” and the Bom- 
bay merchants who financed the first no-tax campaign in the rural areas 
of their provinces. ^8 /^^fter Gandhi took over the leadership of the na- 
tionalist movement in 1920, he continued to solicit the industrialists for 
special donations. Parsi and Marwari merchants of Bombay contributed 
most of the funds collected in 1920 for the Jalianwala Bagh memorial.^® 
Bombay and Calcutta businessmen and merchants also contributed the 
lion’s share of the approximately Rs. 12,450,000 Tilak Swaraj Fund in 
1921,^° which was used to support Congress pohtical activities, includ- 
ing expansion of social welfare programs in village industries, basic edu- 
cation, and removal of untouchability. Indeed, throughout the Inde- 
pendence struggle, Gandhi continued to enjoy cordial personal relations 
with the major industrialists, including the Tatas, and Birlas, and with 
scores of lesser businessmen, merchants, and millowners in Calcutta, 
Bombay, and Ahmedabad. 

Still, once all this is said, there is no decisive evidence that solicitude 
for the purses of the Indian business class is the best explanation for Gan- 
dhi’s insistence on nonviolent techniques of social transformation. His 
public statements on the issue were most frequently couched in religious 
terms celebrating the ideal of ahimsa (noninjury), which precluded the 
use of violence as a moral method of resistance to evil. Related cultural 
attitudes almost certainly reinforced the religious motivation in his think- 
ing. The traditional Hindu approach to conflict management, which em- 
phasizes the moral superiority of arbitration and compromise in the set- 
tlement of disputes, links the preference for methods of class conciliation 
to religious ideals of self-control and nonviolence. Gandhi s personal at- 
traction to a consensual style of conflict resolution was also consistent 
with his glorification of ancient village life. In his view, the village coun- 
cils had protected traditional community values by relying on arbitra- 

support workers engaged in welfare activities on behalf of untouchables or Harijatts ( Chil 
dren of God”). 

M. K. Gandhi, Towards yJon-Violent Socialism (Ahmedabad, 1951), p- oo. 

Ibid., p. 57. _ 

M. K. Gandhi, An Autobiography, The Stor}’ of My Experiments with Truth, p. 41 /. 

« Ibid., p. 487. 

20 Gopal Krishna, “Development of The Indian National Congress,” p. 426. 



tional techniques in settling disputes. Judges had always been more con- 
cerned with finding a compromise solution acceptable to both sides than 
with strict enforcement of justice based on the merits of the case. In this 
way, the village community was spared the group tensions, factional 
polarization, and decline in social cohesion associated with a direct con- 
frontation between opponents under adversary procedures. 

Gandhi’s commitment to nonviolence as a strategy of social change 
was, however, even more complex in motivation than a review of these 
considerations suggest. Closer examination of his writings reveals an 
unmistakable strain of political realism in his decision to reject class 
struggle methods in Indian conditions. 

Perhaps the most characteristic — and to many the most puzzling aspect 
of Gandhi’s approach — was his insistence that “political”’ and “social” 
grievances be handled separately. He steadfastly refused to advance the 
nationalist cause by organizational techniques that capitalized on the eco- 
nomic complaints of tenant-cultivators against British-created landlords; 
or of factory workers against Indian industrialists, even though the latter 
often called on English police and other officials to break up strikes and 
resist unionization. At the same time, Gandhi was unrelenting in requir- 
ing all Congressmen to take part in “constructive work” for the uplift of 
depressed classes in the villages. Indeed, while mass political agitations 
were sporadic in character, and might be suspended according to circum- 
stance, Congressmen were instructed to carry on constructive work at all 
times. 

This tactical separation of social and political issues appears to have 
taken shape in Gandhi’s mind as a result of his first experience with civil 
disobedience in an isolated section of rural Bihar in 1917. In the previous 
year, while Gandhi was attending the annual session of Congress in 
Lucknow, he had been approached by an agriculturist from Champaran 
district, who told a grim tale of exploitation of tenant farmers by British 
plantation owners. Apart from a number of illegal levies that the planters 
managed to exact, the major cause of the cultivator’s distress was the tiii- 
kathia system — the requirement under law that each tenant plant about 
one-seventh of every acre with indigo for the landlord. Gandhi agreed to 
travel to Champaran in his personal capacity and to investigate the griev- 
ances of the peasants. When he arrived he was not surprised to discover 
that the charges of economic exploitation were essentially correct. More- 
revealing was the insight he gained into the cause of the peasants’ misery. 


In actual fact, as numerous writers have pointed out, the "consensus" reached in such 
proceedings was often a spurious one, and involved covert favoritism and coercion as a 
result of the relative differences in status and power among competing groups. Neverthe- 
less, even the appearance of consensus could be highly valued because it protected the 
legitimacy of solidarity norms. See Ralph H. Retzlaff, Village Coi’cntmciil in India (Bombay, 
1962), pp. 13-26. 
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In one sense, of course, the explanation was obvious. British planters 
with ready access to the provincial government and overriding influence 
in local administration, had succeeded in getting the tinkathia provisions 
written into law, and could readily enforce them against recalcitrant cul- 
tivators by calling on local police power. At a deeper level, Gandhi per- 
ceived that such arrangements could indefinitely endure only because the 
peasants were so crushed and fear-stricken; and that, in turn, the ease 
with which they were terrorized could be traced to their ignorance and 
the generally debilitating circumstances of their environment. Apart 
from the pervasive problem of illiteracy in Champaran, Gandhi found 
“the villages were insanitary, the lanes full of filth, the wells surrounded 
by mud and stink and the courtyards unbearably untidy. The elder 
people badly needed education in cleanliness. They were all suffering 
from various skin diseases. 

Various options were open to Gandhi in these circumstances. He could 
have responded to the peasants’ complaints by interpreting the tinkathia 
system and the general condition of the cultivators as symbols of British 
exploitation, thereby converting the economic grievances of the tenants 
into an anti-British or pro-Congress movement. Equally plausible, given 
his social and economic philosophy, he could have used the occasion to 
challenge the legitimacy of an entire system of land relations that permit- 
ted a handful of land owners to exploit the thousands of landless tenants 
who worked on the farms. 

It is striking that Gandhi did neither of these two things. On the con- 
trary, he decided “not to mention the name of the Congress and not to 
acquaint the peasants with the organization called the Congress. Sec- 
ond, he made every effort to conciliate the planters by “writing to and 
meeting such of them against whom allegations of a serious nature were 
made,” and by requesting a meeting with the Planters Association in 
order to “know the planters’ side of the case.”^^ Finally, when the divi- 
sion commissioner, yielding to protests from the planters, threatened 
Gandhi with arrest if he did not leave the area and abandon his investiga- 
tion, Gandhi painstakingly made it clear that his sole purpose in coming 
to Champaran was to investigate any “social” injustice that might exist, 
with specific reference to the tinkathia system. 

Gandhi’s reasons for adopting this approach emerge from his own ac- 
count of the episode. Any use of the name of the Congress would have 
immediately provoked a solid alliance between the government and the 
planters on resistance to his activities. “For the name of the Congress ^^s 
the bete noire of the Government and their controllers the planters, o 
them the Congress was a byword for lawyers’ wrangles, evasion of law 

23 Ibid., p. 418. 


22 Gandhi, An Autohioj^rapby , p. 421. 
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through legal loopholes, a byword for bomb and anarchical crime and 
for diplomacy and hypocrisy. ”2“* If such an alliance had occurred, Gandhi 
would have been arrested, possibly imprisoned, and certainly deported 
from the district. His inquiry would have come to naught. The peasants, 
in their existing state of ignorance and fear, would have experienced even 
greater suffering at the hands of the wrathful planters. Gandhi’s best hope 
of being effective, therefore, was, as he said, “to see that the Government 
should remain neutral. This he accomplished in two ways; first, by 
preventing the struggle from “assuming a political aspect” that would 
alarm the authorities;^® and second, by reducing the pressure on the ad- 
ministration from the planters through conciliatory actions that shattered 
unity within their own ranks so that, as Gandhi reported, while “some of 
the planters hated me, some were indifferent and a few treated me with 
courtesy.”^’ In Champaran, this strategy proved to be a brilliant success. 
Within days of his arrival, the police superintendent, as expected, served 
notice on Gandhi to quit the area or stand trial for disobeying an official 
order. Gandhi chose arrest and trial — in itself an unprecedented instance 
of civil disobedience — but before any sentence could be imposed, the 
lieutenant governor intervened to order the case withdrawn. Subsequent- 
ly, the district collector wrote Gandhi to say he might conduct his in- 
quiry. As a result, for the first time in living memory, thousands of 
peasants publicly appeared to give testimony (in the presence of police 
officers) of abuses they had silently suffered for over a hundred years. Ul- 
timately, the lieutenant governor actually invited Gandhi to sit on an 
official commission to enquire into the merits of the peasants’ case. Fi- 
nally, on the unanimous recommendation of the members of the com- 
mission, the tinkathia system was legally abolished. 

This was, undoubtedly, a spectacular victory. But as Gandhi was the 
first to realize, it did not significantly alter the balance of social power in 
Champaran district, or decisively change the impoverished circum- 
stances of the villagers. As he gained more experience of Bihar, Gandhi 
concluded that permanent improvement in the situation of the peasantry 
was not possible without an assault on the social evils that made them 
such an easy target for intimidation. Any effective program of “village 
uplift,” however, could only be sustained by the villagers’ own efforts, 
and this would take years of patient work to organize. Out of his experi- 
ence at Champaran, Gandhi developed the idea of the Constructive Pro- 
gram. Immediately after he took charge of the nationalist movement, 
constructive work became an integral part of Congress activities. It in- 
cluded as many as eighteen different items of self-help, the most impor- 


Ibid., p. 412. 
415. 
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tant being revival of khadi (hand-spun cotton) and other viUage indus- 
tries, removal of untouchability, basic education, Hindu-Muslim unity, 
uplift of women, prohibition, village sanitation, and health.^s Most of 
the initial work was carried on by Congress volunteers in the villages, 
who were expected to give simple instruction in medical aid, persona! 
hygiene, sanitation, and even in spinning and weaving or other hand in- 
dustries. The essential aim, however, was to develop a local leadership 
cadre capable of taking over the administration of these programs on a 
permanent basis. 

Champaran proved to be a seminal experience for Gandhi in another 
respect, as well. He believed that the tactic of class conciliation, which 
had proved so effective in containing active opposition by British plant- 
ers to “social reform” activities in Bihar, could also be applied to Indian 
landlords in a way that would advance both the nationalist and egaHtar- 
ian objectives of the Independence movement, and still avoid a split 
along class lines. One of Gandhi’s first opportunities to test this theory 
came later in the same year, when reports reached him that severe floods 
in Kheda district of his native Gujerat had led to widespread damage of 
the crops. The dominant landowning caste of Patidars were insisting that 
the crop failure was sufficiently extensive to qualify them for full suspen- 
sion of revenue assessments under the provisions of the Land Revenue 
Rules. Local officials denied these claims and insisted on full payment. 
When petitions to the district collector, the Bombay Legislative Council, 
and even to the governor were unavailing, Gandhi advised the Patidars 
to resort to civil disobedience. 

In a number of respects, the situation in Kheda was substantially dif- 
ferent from Champaran. First, there was no opportunity of blunting the 
government’s opposition to the agitation. Congress had openly spon- 
sored the peasants’ cause; and the progress of the dispute was receiving 
full-scale coverage in the press. Secondly, in Kheda, governmental pre- 
rogatives were under direct attack: the agitation was organized against 
payment of land revenue to the state, not against rents or other levies 
raised by governmental proxies, such as the planters of Bihar. There was 
no question, therefore, of conducting the campaign purely as a social 

movement without political overtones. 

There was a more serious complication. Whereas the tenant farmers of 
Champaran had formed a homogenous economic group, the Patidar cul- 
tivators of Kheda district were differentiated by varying degrees of afflu- 
ence based on the size of their landholdings. Even though there had been 


28 Other items were adult education, service of backward tribes, propagation of the na- 
tional language, love of one’s native language, working for economic equa ty, orgaruza 
tion of peasant, labor, and student groups, and nature cure. 
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a universal failure of crops, many of the larger landowners could have 
paid the land revenue assessment without much strain. Ocher smaller 
landholders faced very great economic hardship. The Patidars, poten- 
tially at least, were divided by internal differences based on “class” lines. 
In faa, in some cases, the larger agriculturists faced greater losses 
through nonpayment of revenue (as a result of government retaliation 
through attachment of movable property, cattle, standing crops, and 
fines) than by paying the assessment. At the same time, the success of the 
no-tax campaign depended on the willingness of all agriculturists to 
present a united front. Once the larger landlords paid the land revenue 
tax, local authorities would find little difficulty in intimidating the 
smaller farmers to do the same. The Congress party would stand dis- 
credited. The nationalist cause would suffer. And the poorest cultivators 
would bear the greatest brunt of the failure. In Khcda, therefore, both 
nationalist and egalitarian values demanded the subordination of class in- 
terests to common goals. 

As in Champaran, Gandhi set out to conciliate the larger landlords. 
This time, however, he was operating in an orthodox Hindu milieu, and 
he framed his appeal in terms of the ancient Hindu concept of dharma — 
the notion of moral duty allied to relative standing in the caste hierarchy. 
Using religious language, Gandhi reminded the well-to-do classes of 
their sacred obligation to do yagna or sacrifice, and to use their wealth 
charitably on behalf of the poor. The Kheda satyagraha thus saw the be- 
ginnings of what later emerged as Gandhi’s theory of trusteeship — his 
answer to the Marxists who claimed that class war was the only effective 
instrument of social revolution. On the surface, the trusteeship doctrine 
appeared painfully naive as an instrument of social transformation. It 
emphasized voluntary reform through the moral regeneration of the 
exploiting classes. Gandhi appealed to the religious conscience of Hindu 
elites, and expressed the belief that the propertied castes could be “con- 
verted” into acting as “trustees” of society in the responsible use of their 
wealth on behalf of the masses. 

But the implications of the trusteeship doctrine were more far- 
reaching than its critics allowed. Even stated in its most innocuous form 
as a variant of the sacred obligation oiyagm, it subtly encouraged a shift 
in the basis of legitimacy of the upper castes. Ascriptive status, standing 
alone, was no longer sufficient to bestow political authority. This was 
instead justified according to moral standards of public behavior. 
Foremost among these was the duty of the propertied castes to use their 

Gandhi’s writings on the theory of trusteeship are scattered throughout his work. A 
reasonably coherent sampling is contained in Gandhi, Socialism of My Conception , pp. 198- 
306. The term satyagraha, coined by Gandhi, refers to nonviolent civil disobedience and is 
usually translated “holding fast to truth" or “truth-force.” 
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resources to provide for the minimum well-being of the poor. The recip- 
rocal of this duty was the right of the low-status landless castes to demand 
that the elites allocate resources held for the use of all in equitable fashion. 
The trusteeship doctrine, therefore, was the first step in reinterpreting 
the traditional notion of social obligation from a sacred concept enjoining 
the upper castes to act charitably on behalf of the poor as part of their 
religious responsibility to a secular ethic of equality, in which the 
propertied castes, transformed into “trustees” of the common pat- 
rimony, were by implication subject to removal by the major part of so- 
ciety if they failed to honor their trust. 

The trusteeship doctrine, allied to the Constructive Program, more- 
over, actually held revolutionary implications for the distribution of eco- 
nomic and political'power. Once the new (secular) ethic of equality was 
accepted at the level of public opinion, the peasantry and workers had 
only to develop the strength inherent in their numbers to enforce the 
transvalued norm against the propertied classes. The Constructive Pro- 
gram, by weakening the links of dependence binding the peasantry to the 
dominant landed castes — by improving their physical condition through 
better sanitation and medical facilities, increasing their income through 
revival of village industries, and most important, raising their level of 
political awareness and capacity for united action through basic educa- 
tion — provided the organizational framework for application of a “non- 
violent” sanction for social reform. The propertied castes, their legiti- 
macy eroded, their numbers few, once faced by the organized and poten- 
tially overwhelming power of the majority, would voluntarily concede 
reforms, and the “conversion” would take place. 

The budding theory of trusteeship, stated in its most rudimentary 
form, is evident in the pledge that all participants in the Kheda no-tax 
campaign were required to sign. It read: 

Knowing that the crops of our villages are less than four annas, we 
requested the Government to suspend the collection of revenue as- 
sessment till the ensuing year, but the Government has not acceded 
to our prayer. Therefore, we, the undersigned, hereby solemnly de- 
clare that we shall not, of our own accord, pay to the Government 
the full or the remaining revenue for the year. We shall let the Gov- 
ernment take whatever legal steps it may think fit and gladly suffer 
the consequences of our non-payment. We shall rather let our lands 
be forfeited than by voluntary payment we should allow our case to 
be considered false or should compromise our self-respect. Should 
the Govermnent, however, agree to suspend collection of the second install- 
ment of the assessment throughout the district, such amongst us as are in a 
position to pay will pay up the whole of the balance of the revenue that may 
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be due. The reason why those who are able to pay still withhold payment is 
that, if they pay up, the poorer ryots may in a panic sell their chattels or 
incur debts to pay their dues, and thereby bring suffering upon themselves. 

In these circumstances, we feel that for the sake of the poor, it is the duty of 
those who can afford to pay to withhold payment of their assessment. 

The Kheda satyagraha represented the first test in a traditional Hindu 
setting of nonviolence as a technique of political and social change. The 
results are therefore particularly interesting to note. They were, accord- 
ing to Gandhi’s own admission, less satisfactory than the outcome at 
Champaran. Many of the landowners did prove vulnerable to govern- 
ment attachments of cattle, other movables, and standing crops, and paid 
their assessment. Gandhi finally became so discouraged that he doubted 
the campaign could be continued. He recalled that the people were 
“frightened and exhausted,” and that he was actually “casting about for 
some graceful way of terminating the struggle”^^ when, through a 
stroke of good fortune, the collector suddenly agreed to suspend revenue 
payments for the poorer cultivators if the rest of the well-to-do Patidars 
honored their pledge to pay back dues. Gandhi agreed, but despite his 
apparent victory, he wrote, “the end was far from making me happy.” 
The collector retained the prerogative of determining who was to be 
granted relief. As a result, said Gandhi, “the poor were to be granted 
suspension, but hardly any got the benefit of it.”^^ Nevertheless, he did 
perceive some gains. The no-tax campaign had produced a new political 
awareness among the poor cultivators of Gujerat, and an unprecedented 
sense of social solidarity, if only for a brief period of time. In these two 
respects, it advanced both the political and social goals of the nationalist 
movement. Moreover, a few of the most destitute farmers had actually 
experienced some economic relief. 

A second major opportunity to test the advantages — and limita- 
tions — of a nonviolent strategy of social reform was provided by the 
Ahmedabad labor strike of 1919. The situation, Gandhi reported, was 
“most delicate.” On the one hand, the mill-hands’ demands for higher 
wages and better working conditions were demonstrably justified. On 
the other, the millowners, his personal friends, rejected advice to submit 
the dispute to arbitration. In the end, Gandhi agreed to lead the laborers 
in a strike only if they accepted certain conditions. The foremost among 
these was the pledge of strikers never to resort to violence, and ne%'cr to 
attack strikebreakers. Once again, however, after the strike had con- 
tinued for twenty-one days, and the millowners showed no sign of re- 
lenting, Gandhi reported that the strikers showed “signs of flogging.” He 


Gandhi, All Autobiography, p. 435. Emphasis added. 
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wrote: “their attitude toward the blacklegs became more and more 
menacing as the strike seemed to weaken, and I began to fear an outbreak 
of rowdyism on their part. The attendance at the daily meetings also 
began to dwindle by degrees, and despondence and despair were writ 
large on the faces of those who did attend. Finally, the information was 
brought to me that the strikers had begun to totter. 

At this point, Gandhi adopted a tactic that was not free of a “verj’^ 
grave defect.” He declared that he would not touch any food until the 
strike was settled, even while recognizing that “I enjoyed very close and 
cordial relations with millowners, and my fast could not but affect their 
decision ... to fast against them would amount to coercion. Yet, in spite 
of my knowledge that my fast was bound to put pressure upon them as 
in fact it did, I felt I could not help it.”^^ 

Within three days of the beginning of Gandhi’s fast, the millowners 
announced they would agree to arbitration. Once more, the settlement 
was celebrated as a victory. But in actual fact, Gandhi’s nonviolent tech- 
niques had failed to resolve a class conflict. The settlement came about 
only after he had changed the balance between contending forces by 
weighing his own life on the side of the strikers. 

Even in this instance, however, Gandhi was able to perceive some 
progress in the aftermath of the 1918 strike. As part of the settlement, the 
Millowners Association of Ahmedabad recognized the Textile Labor 
Union, and agreed to set up a permanent arbitration board for the set- 
tlement of future disputes. In 1923, the millowners arbitrarily announced 
a wage reduction of fifteen percent. The labor union demanded full res- 
toration of the cut. The millowners, who had refused to recognize arbi- 
tration procedures as a legitimate method of setthng employer-labor dis- 
putes in 1917, this time did not resort to a lockout, and permitted an 
umpire to be appointed. The umpire, in his report, established that the 
average wage of textile workers was about twenty percent less than their 
expenses, and that even if the entire cut were restored the workers would 
still not have a living wage. Further, he set down the principle that 
“when the worker does not get enough w'ages to enable him to maintain 
a suitable standard of living, he can ask his employer to pay him wages 
which would enable him to do so.”^^ Paradoxically, however, the um- 
pire recommended only partial restoration of the cut. He cited the 
mitigating factor that the textile industry was less prosperous in 1923 
than immediately after the war, when the previous wage settlement had 

been made. , - j-zr i 

Gandhi’s reaction to these events is revealing. He found it diffnmlt to 

understand why the entire cut was not restored, especially since the re- 

33 Ibid . . p. 430. ^ ibid., p. 432. 
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duced prosperity of the mill industry was a function of only lesser prof- 
its, not of loss or encroachment on capital. At the same time, he found 
that the umpire’s endorsement of the principle of a living wage was tan- 
tamount to a major victory for labor. And he was gratified that some 
concession had been made without recourse to a long, costly, and di- 
visive strike. He summarized his feelings in the following statement: 

But the men are wedded to the principle of arbitration and therefore 
they must cheerfully submit to the Umpire’s decision even though 
they do not get the full restoration of the cut. They must thankfully 
accept what the Diwan Bahadur has allowed, and perseveringly and 
peacefully work for the balance. Indeed there can be no rest for them 
or the employers so long as a living wage is not actually reached and 
better housing and other ordinary comforts are not secured. But it 
will be a great gain if strikes become unnecessary and the principle 
of arbitration is strictly adhered to by both parties.^® 

Gandhi went even further toward conciliating the millowners in sub- 
sequent advice to the labor union. He praised the workers for dropping 
their demands for higher pay, citing the “difficult situation of the mill- 
owners at the present moment.’’^’ He emphasized the duty of the labor- 
ers to “assure to the mills flawless work’’ under all circumstances. Never- 
theless, he insisted that the workers pursue major improvements in their 
condition by self-help activities carried out by a strong union in a kind of 
urban equivalent to the Constructive Program. He suggested, for c.x'am- 
ple, that the Textile Labor Union could lend members credit on easy 
terms, provide hospital and other medical services, and sell cheap 
supplies of consumer goods. He even predicted that once the laborers 
had convinced the millowners of their constructive attitude, they would 
find their employers more receptive to remedying legitimate complaints. 
Above all, as in Champaran and Kheda, Gandhi made it clear that the 
capitalist system was not under attack. Rather, limited “social” and 
“economic” issues — working conditions and wages for laborers — were 
being raised. When, for instance, Gandhi praised Sir Ratan Tata “as a 
human and considerate employer . . . who readily granted ... all the 
prayers of the employees at Jamshedpur” — and commended his example 
to the millowners of Ahmedabad — the concrete concessions he cited 
were the provision of clean water and proper disposal of sewage for the 
workers.^® 

It would, of course, be naive to ignore the immediate political consid- 
erations that influenced Gandhi’s cautious tactics. There is no doubt that 
class-based nationalist organization would have splintered the independ- 
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ence movement. There was even the prospect that the propertied classes 
would join forces with the British government to oppose the Congress. 

Such an alliance would probably have resulted in much greater and 

more effective use of repressive measures against the poorer peasantry 
and workers, and substantially retarded the progress of the nationalist 
cause. Similarly, Gandhi’s reluctance to use labor strikes or rural no-rent 
campaigns for nationalist political purposes can be explained in part by 
his fear that the class issue, once raised, would release explosive forces in 
the country that Congress might not be able to control. Again, apart 
from his moral aversion to violence, Gandhi could not help but conclude 
that internal war would benefit the British and substantially retard the 
achievement of Independence. 

Yet, even when all these considerations are taken into account, Gan- 
dhi’s commitment to a nonviolent political strategy appears rooted in 
more than religious and cultural sentiments, or the pragmatic calculus of 
short-term political costs and benefits. On the contrary, Gandhi firmly 
believed that a direct attack on the propertied classes — either in action or 
words — ^would in the long run have a disastrous effect on political devel- 
opment in India. 

It is certainly worth noting, for example, that Gandhi’s glorification of 
the Hindu peasant as the repository of an ancient spiritual wisdom was 
inspired mainly by imaginings of what the villager had been and could 
become again in the absence of both indigenous and imported corrup- 
tions. The peasant as he was profoundly distressed, and even frightened 
Gandhi. He comprehended that once aroused, impoverished millions — 
ignorant, degraded, and simmering with centuries of pent-up hostilities 
and hatreds — could easily overwhelm their tormentors and take a terrible 
revenge. With this haunting vision in view, Gandhi pleaded with the 
landlord class to “read the signs of the times (and) revise their notion of 
God-given right to all they possess.” He warned bluntly: there is no 
other choice than between voluntary surrender on the part of the 
capitalist of superfluities and consequent acquisition of the real happiness 
of all on the one hand, and on the other, the impending chaos into which, 
if the capitalist does not wake up be times, awakened but ignorant and 
famishing millions will plunge the country and which, not even the 
armed force that a powerful government can bring into play can 
avert. 

Gandhi was no more sanguine about the capacities of desperate actory 
workers to resist the appeals of radical rhetoric and take to purely e- 
structive violence. He pointed out: “in the struggle between capital and 
labor, it may generally be said that more often than not, the capitalists are 
in the wrong box. But when labor comes fully to realize its strength, 

39 Ibid., p. 144. 
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know it can become more tyrannical than capital. . . . The question be- 
fore us is this: When the laborers, remaining as they are, develop a certain 
consciousness, what should be their course? It would be suicidal if the 
laborers rely only on their numbers or brute — force, i.e., violence. By so 
doing, they will do harm to industries in the country. 

Moreover, the most likely alternative to mass violence in a situation of 
revolutionary threat appeared equally undesirable. Gandhi believed that 
the propertied classes, frightened by the “unrestrained language” of 
socialist agitators, could begin to “organize themselves and establish Fas- 
cism in our country.” In fact, in 1934, he claimed that his insistence on 
nonviolent techniques had already “checked the advent of Fascism in our 
country.” “In a way,” he observed, “Fascism does exist in our country 
even today, but so far not many of the rich have joined it. Those who 
have understood I am their friend do not join such organizations. How 
can they organize against me?”'’^ 

Certainly, this self-conscious consideration of how to avoid either of 
these outcomes influenced Gandhi’s selection of political techniques. The 
crux of his analysis was that the approach of class conciliation embodied 
in the trusteeship doctrine, when combined with an indirect attack on the 
causes of exploitation through the Construaive Program, had both im- 
mediate and long-term political and social advantages over class struggle 
methods in Indian conditions. First, they would win independence for 
India in the shortest possible time by harnessing the energies of all classes 
to the nationalist cause. Second, they would ultimately bring about a so- 
cial revolution through peaceful methods without sacrificing the other 
goals of the independence movement: social cohesion, economic prog- 
ress, and political liberty. 

Although Gandhi’s technique of nonviolent social transformation did 
not direaly attack the economic foundations of mass exploitation, it 
nevertheless held potentially revolutionary implications for the preroga- 
tives of the propertied classes. The dominant landowning castes might 
retain their private holdings; but they would find it increasingly difficult 
to use their monopoly over land against the interest of an informed, 
united, and organized peasantry. In his later writings, Gandhi elaborated 
on what he called the “nonviolent sanction” of an enlightened and cohe- 
sive tenantry against exploitation by the landowning classes. He posed 
this case: 

Supposing a landowner exploits his tenants and mulas them of 
the fruit of their toil by appropriating it to his uses. . . . [The 
tenants] will quit if asked to do so but they will make it clear that the 

Gandhi, 5ocia/ism of My Conception, p. 248. In the wider context of the passage. Gandhi 
describes the laborers as lacking “intelligence” and “tact." 
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land belongs to him who tills it. The owner cannot till all the land 
himself and he will have to give in to their just demands. It may, 
however, be that the tenants are replaced by others. Agitation short 
of violence will then continue till the replacing tenants see their error 
and make common cause with the eviaed tenants. Thus, Satyagraha 
is a process of educating public opinion, such that it covers all the elements of 
society and in the end makes itself irresistible.'*^ 

Elsewhere he was more blunt. He says it “can be asked whether the 
present Rajas and others can be expected to become trustees of their own 
accord.” Gandhi’s answer is a model of political reahsm. He points out; 
“if [the propertied class] do not become trustees of their own accord, 
force of circumstances will compel the reform unless they court utter de- 
struction . . .public opinion will do what tnolence can never do. The present 
power of the Zainindars, the capitalists, and the Rajas can hold sway only so long 
as the common people do not realize their own strength. If the people non- 
cooperate with the evil of zamindari or capitalism it must die of inanition.’”*^ 
Similarly, he says of his approach to labor-employer relations: “the idea 
is to take from capital labor’s due share and no more, and this, not by 
paralyzing capital, but by reform among laborers from within and by 
their own self-consciousness; not again through the cleverness and ma- 
neuvering of non-labor leaders, but by educating labor to evolve its own 
leadership and its own self-reliant, self-existing organization. Its direct aim is 
internal reform and evolution of internal strength. The indirect result of this evo- 
lution, when and if it ever becomes complete, will naturally be tremendously 
political 

The pace of social change envisaged by this strategy was, of course, 
very slow. In its earliest stages, it amounted to nothing more than 
piecemeal amelioration of the worst living and working conditions of the 
masses. Yet, in Gandhi’s view, the very gradualness of the process was its 
greatest advantage. Gradualism was the surest, and in the long nun 
perhaps even the shortest route to achieving equality. Violence, Gan- 
dhi argued, “interrupts the process and prolongs the real revolution of 
the social structure.”'*^ He believed that violence in India would lead to a 
prolonged interregnum of internal war; and that in the process scarce ma 
terial resources would be destroyed that might otherwise be used to 

create the conditions of prosperity for all classes. 

Gandhi’s strategy of nonviolent revolution had rwo essential prerequi- 
sites for success. First, there could be no direct attack on the institution o 
private property. On the contrar>% the propertied classes had to be con- 
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stantly reassured that social reform did not involve their own destruc- 
tion. They might even be induced to cooperate by a traditional religious 
appeal, and contribute their own resources to the “social uplift” of de- 
pressed classes. In any event, the strategy of gradualism would minimize 
immediate losses to the upper classes. They would have a long period of 
time to adjust to relative changes in social power. At no point would 
they feel driven to desperate action by the prospect of total disaster. Sec- 
ond, and equally important to a successful outcome, the aspirations of 
the masses had to be contained. It was necessary to discourage any exag- 
gerated notions of radical betterment on the part of peasants and work- 
ers, and to focus their attention on the amelioration of the most pressing 
social evils. Even for these modest purposes, moreover, Gandhi gave 
special importance to self-help measures that could be carried out 
through cooperative action, largely with the resources at hand, and with 
only marginal infusions of additional wealth, either from the propertied 
classes or government. 

In Gandhi’s view, the long-term benefits of this strategy were so great 
that they more than compensated for any immediate sacrifice in the 
progress toward egalitarian goals. By reassuring the propertied classes on 
the one hand, and damping down popular aspirations on the other, the 
government could mobilize the energies of the entire nation for construc- 
tive tasks of development. Part of the additional resources thus created 
could be set aside to meet the aspirations of the poor, and to modify the 
sharp cutting edge of social reform on the fortunes of the upper classes. 
Ultimately, Gandhi believed, the strategy of gradualism, as embodied in 
the trusteeship doctrine and the Constructive Program, offered India her 
best hope of defending democratic political institutions against either a 
communist-led insurgency from below, or a preemptive fascist-style 
coup carried out by the capitalist classes from above. 

The complex of these considerations weighed heavily in Gandhi’s 
selection of political tactics in the organization of the national civil dis- 
obedience campaigns. He deliberately attempted to submerge the class 
issue by confining no-tax campaigns to ryotwari areas, where nonpay- 
ment of land revenue, not rent, was made the focal point of peasant 
mobilization for civil resistance. Yet, after Bardoli,'*® the most widely 


■** Bardoli taluka in Surat district of Gujarat was chosen for a mass civil disobedience 
campaign in 1927 after the Government of Bombay announced a twenty-two percent in- 
crease in land revenue assessment, considered unreasonable by the cultivating castes and the 
Bardoli taluka Congress Committee. Under Gandhi’s leadership, the peasants were advised 
to suspend payment until the government either appointed an impartial tribunal to investi- 
gate the true condition of the taluka, or announced acceptance of the old rates. Congress 
workers were careful not to attack the class structure, even though the landless and other 
backward classes were in the majority and the condition of some of the untouchables was 
close to “bonded serfdom.” Even so, the “class” issue was raised when an une.xpected split 
occurred betw'een the Patidars, a cultivating caste, and the Baniyas, a money-lending and 
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publicized of the no-tax campaigns, it became increasingly difficult to 
maintain the practical distinction between government oppression in the 
orm of land revenue taxes, and oppression by zamindars and other land- 
lords in the form of high rental and illegal exactions. In Bardoli, “cul- 
tivators were told for the first time that it was quite legitimate to refuse 
to pay land revenue, the payment of which they had come to look upon 
almost as a religious duty. To them, Swaraj meant freedom from all tax 
burdens, and especially the abolition of land revenue.” After Bardoli, 
peasants in other parts of India began spontaneously to refuse payment 
-of land revenue and rent.”'*'^ Moreover, the future prospect of suppress- 
ing class antagonism was further compromised by the emergence in the 
most impoverished region of British India of a militant socialist group 
within the Congress party organization. 


The United Provinces of Agra and Oudh, the poorest area in British 
India, was characterized by a zamindari form of land tenure and various 
grades of zamindars. Several hundreds owned vast estates; many more 
thousands had middle and small holdings. In Agra, the zamindars held 
about one-fifth of the land under personal cultivation. Another one-half 
was cultivated by occupancy tenants created under the 1926 Tenancy 
Act, and the remainder by statutory tenants who had no heritable rights. 
In Oudh, the situation was worse. About eleven percent of the land was 
held by the zamindars for personal cultivation. The remainder was 
farmed by tenants, the great majority of whom did not have permanent 
or heritable rights in their holdings. 

The average tenant-cultivator in the United Provinces worked only 
between 2.5 and 4 acres of land. An investigation by the United Prov- 
inces Provincial Congress Committee in 1931 revealed that after consid- 
eration for cost of cultivation per acre, the real value of produce — with 
only subsistence-level deductions for food and clothing — was not 


trading community owning considerable areas of land in the taluka, which they generally 
rented to the Patidars. Unlike the Patidars, the Baniyas did not, in most cases, bear the costs 
of cultivation, and were not faced with particular hardship if they conceded the govem-- 
ment’s demand for higher land revenue payments. Rather than suffer immediate loss o 
property and money through government fines and confiscations if they joine t e 
cooperation campaign, many ofthem deserted their hard-pressed Patidar counterparts, an 
paid the land revenue assessment. Virtually overnight, however, they found themse \es t e 
victims of a general boycott organized by the Patidars, who resolved not to cu mate t e 
land of the Baniyas on lease; and prevented their agricultural laborers 
The boycott was effective, and the Baniyas rejoined the movement. In the en , t ^ g®'" 
ernment was forced to appoint an official enquiry committee, which conce e V 

of the peasants’ demands, cancehng fines and penalties that had ^ ^ 
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enough in three major divisions of the province to meet additional 
charges for rent and debt; in a fourth, the “surplus” was Rs. 24.7 a 
year."*® In terms of subsistence alone, the average cultivator in Jhansi, 
Gorakpur, and Lucknow divisions required an additional Rs. 50-70 per 
year just to “keep his body and soul together. Further, in addition to 
rent and debt, the tenants of the United Provinces were liable to all kinds 
of feudal dues and illegal “taxes,” including begar or forced labor, placing 
them among the most exploited cultivators in India. 

The Congress was therefore faced with a difficult political decision 
when it organized a national civil disobedience movement in March 
1930. If it called for a general no-tax campaign in rural areas, it would, on 
the one hand, help the tenants in zamindari regions by indirectly 
legitimizing the suspension of rent payment as well; on the other hand, it 
would raise the class issue. This was the decisive point for Gandhi, and 
he ordered the no-tax campaign confined to ryotwari areas. 

In the United Provinces, this decision was immediately questioned. 
The Provincial Congress Committee contained a strong socialist con- 
tingent. Nehru, by then general secretary of the National Congress, was 
also a member of the Executive Council of the Provincial Congress 
Committee. He and some of his colleagues in the Allahabad District 
Congress Committee had previously declared — as early as 1926 — that 
they favored the complete abolition of the zamindari system. The situa- 
tion was particularly delicate because both the president and the general 
secretary of the PCC were prominent zamindars. In early 1930, Gandhi’s 
position prevailed. The zamindars were privately urged to grant rent re- 
missions to tenants in situations of extreme hardship. A small number of 
zamindars did announce voluntary rent remissions as a result of Gandhi’s 
appeal. 

Shortly after, both Gandhi and Nehru were arrested for their part in 
the civil disobedience campaign. When Nehru was released from prison 
in October 1930, he saw in the desperate situation of the cultivators of 
the United Provinces an opportunity to dramatize the important social 
issues involved in Swaraj by extending the no-tax campaign to a zamin- 
dari area. With Gandhi still in prison, he acted on his own initiative, and 
with the support of colleagues in Allahabad, to convene a meeting of the 
Executive Council of the Provincial Congress Committee. After long 
debate, Nehru succeeded in obtaining the committee’s permission for 
any district in the United Provinces to announce a no-tax campaign. The 
committee decided to direct its appeal both to zamindars and tenants in 
an effort to avoid the class issue, but Nehru was certain that the main 
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response would come from the peasantry. He subsequently recalled: 

our appeal had been addressed both to zamindars and tenants not to 
pay; in theory, it was not a class appeal. In practice, most of the zamin- 
dars did pay their revenue, even some who sympathized with the na- 
tional struggle. The pressure on them was great, and they had more to 
lose. The tenantry, however, stood firm and did not pay, and our cam- 
paign became practically a no-rent campaign. ”5° 

In March 1931, after the no-tax campaign had spread into several dis- 
tricts of the United Provinces, Gandhi, in preparation for the Second 
Round Table Conference, announced the nationwide suspension of the 
civil disobedience movement. With the end of the nationalist struggle, 
the zamindars, many of whom had not pressed the peasants for payment, 
began to demand rent. The Provincial Congress, unwilling to abandon 
the cultivators, declared they would negotiate with the government for 
revenue remissions to the zamindars, which could be passed on to the 
tenants in the form of reduced rent. On March 13, the Provincial Con- 
gress Committee adopted a resolution recommending sixty percent re- 
mission of rent to statutory tenants, fifty percent to occupancy ten- 
ants, and a corresponding reduction in the revenue demand upon 
zamindars. 

These negotiations were unsuccessful. The provincial government, 
unwilling to add to Congress’ prestige, refused to go beyond a token re- 
mission of seven percent. At the same time, it gave tacit support to the 
zamindars for a policy of forcible collection. Many cultivators reported 
they were beaten by the zamindar and his agents, and saw their cattle and 
other movable property attached, while police and revenue officials stood 
by. “Numerous complaints of ill treatment by this allied force, zamindar 
cum police cum revenue staff” were received by the inquiry committee 
appointed by the Provincial Congress Committee in June 1931. In one 
district, for example, it was common for zamindars to be accompanied 
in their rent collecting expedition by either the revenue authorities or the 
armed guard of police, and several instances were proved ... in which 
the police and the revenue authorities had beaten the tenants either at the 
instigation of the zamindars or on their own initiative. 

In an effort to control what had undeniably become a class struggle 
between the zamindars and the tenants, Gandhi issued a Manifesto to the 
Kisans” on May 23, 1931. He urged all occupancy tenants to pay at least 
three-quarters of the rent owed by them, and suggested payment o 
one-half for statutory tenants. He also requested the provincial govern 
ment to grant a proportionate reduction in land revenue to the zarmn- 
dars. Finally, Gandhi said, “let me warn you against listening to the ad- 
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vice, if it has reached you, that you have no need to pay the zamindar any 
rent at all. I hope you will not listen to such advice, no matter who gives 
it. Congressmen cannot, we do not, seek to injure the zamindars. We 
aim not at the destruction of property. We aim only at its lawful use.”^^ 
Simultaneously, Gandhi addressed a companion “Appeal to the Zamin- 
dars.” He stressed the necessity for them to become “trustees and trusted 
friends of the tenants” instead of merely rent collectors. Zamindars 
should grant cultivators “fixity of tenure, take a lively interest in their 
welfare . . . and in a variety of ways make them feel that they, the zamin- 
dars, are their true friends taking only a fixed commission for their man- 
ifold services.” “Whatever the law may be,” said Gandhi, “the Zamin- 
dari system to be defensible, must approach the conditions of a joint 
family. 

This appeal had little effect on either side. After Gandhi left for London 
to attend the Round Table Conference in August 1931, the situation 
rapidly deteriorated. Forcible collections, with the connivance of local 
government officials, increased. On the Congress side, many workers 
also ignored Gandhi’s Manifesto, and advised the tenants not to pay any 
rent at all. The Provincial Congress Committee observed in its report 
that many volunteers were preaching “a general non-payment of rent 
and they further preached that the tenant was the owner of the land and 
he could do whatever he liked with it, plant gardens, sink wells, build 
houses thereupon, without seeking the permission of the zamindar. All 
this was, of course, in defiance of the legal rights of the zamindar and 
very much to his distaste. . . . One Congress worker specifically asked 
by us as to what he told the tenants as to the Congress message, said he 
told them that the land was a gift of God.”®"’ 

The conflict between the zamindars and their tenants threatened to get 
out of hand after the government announced another round of in- 
adequate remissions in October 1931. Congress leaders feared, more- 
over, that the cultivators would become increasingly disillusioned with 
their ability to help. While Gandhi was still in London, therefore, the 
Working Committee, admitting to “great hesitation” because it “dis- 
liked the raising of the tenant versus zamindar question,”^® finally agreed 
to Nehru’s demand that the United Provinces Provincial Congress 
Committee be permitted once again to sanction the suspension of rent 
and revenue payments in any district of the province. The Allahabad Dis- 
trict Congress Committee was the first to adopt a tentative resolution 
stating that in case better terms were not obtained, peasants should with- 
hold payment of rent and revenue. Toward the end of November 1931, 
the Allahabad DCC actually asked the peasants to suspend payment 
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pending negotiations. By this time, however, the government had issued 
a far-reaching ordinance prohibiting all political activity, and announcing 
severe penalties for nonpayment of rent. Nehru was arrested on Decem- 
ber 26 and the no-rent campaign was, for aU practical purposes, interned 
with him. 

On December 31, 1931, after the failure of the Second Round Table 
Conference, Gandhi returned to India, and was almost immediately ar- 
rested. So concerned was he, however, at the Working Committee’s de- 
cision to permit a no-rent campaign, that he hastily summoned a meeting 
and directed the Working Committee to pass a resolution of “Reassur- 
ance to Zamindars.” Dated January 1, 1932, the resolution affirmed; 

Inasmuch as some misapprehension has been created in the minds of 
the Zamindars of U.P. in particular, and others, in general that in 
discussing proposals for non-payment of rent or taxes under given 
circumstances, the Congress was contemplating a class war, the 
Working Committee assures the Zamindars concerned that the no- 
rent proposals referred to were in no way aimed at them but that 
they represent an economic necessity for the peasantry which is 
known to be half-starved and at present suffering from unprece- 
dented economic distress. The Working Committee has no design 
upon any interest legitimately acquired and not in conflict with the 
national wellbeing. The Working Committee, therefore, appeals to 
all landed or monied classes to help the Congress to the best of their 
ability in its fight for the freedom of the country.^® 

Following Gandhi’s arrest, and the resumption of civil disobedience, the 
class issue was again submerged by the need to maintain national unity 
during the nationalist struggle. From this time onward, however, the 
Constructive Program, and particularly the concepts of class conciliation 
and trusteeship, came under increasingly open attack from socialist 
members of Congress. 

The collapse of the civil disobedience movement in the early 1930s 
convinced the socialists inside Congress that class-based peasants and 
workers’ associations were necessary to a militant nationalist stmggle. 
Nonviolent noncooperation was discredited even as a political tactic 
largely because the middle classes proved vulnerable to government 
pressure. Nehru told the Lucknow session of Congress in 1936 that the 
middle class, “being too much tied up with property and the goods of 
the world, ... is fearful of losing them and it is easier to bring pressure 
on it and exhaust its stamina. . . . That has been very evident during our 
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recent struggle, when our propertied classes were hit hard by the Gov- 
ernment’s drastic policy of seizure and confiscation of monies and prop- 
erties, and were thus induced to bring pressure for the suspension of the 
struggle. 

Apart from the question of political tactics, moreov'cr, Nehru was op- 
posed to the strategy of class conciliation in principle, because he did not 
believe it would win economic freedom for the masses. In an influential 
series of articles called Whither India? , published in 1933, Nehru identified 
the central issue in these terms: “Congress cannot escape having to an- 
swer the question now or later for the freedom of which class or classes 
in India arc we especially striving for? Do we place the masses, the peas- 
antry and workers first, or some small class at the head of our list? In my 
own mind it is clear that if an indigenous government took the place of a 
foreign government and kept all the vested interests intact, this would 
not even be the shadow of freedom.’’^® 

Having posed the problem, Nehru went on to ask: “And how arc we 
to divest the vested interests?’’ While he stopped short of a complete en- 
dorsement for the tactics of class war, Nehru asserted that some measure 
of coercion would be necessary. He went on to add: “history . . . shows 
us that there is no instance of a privileged class or group or nation giving 
up its special privileges or interests willingly. . . . Always a measure of 
coercion has been applied, pressure has been brought to bear, or condi- 
tions have been created which make it impossible or unprofitable for 
vested interests to carry on. And then the enforced conversion takes 

place. ”59 

Nehru’s political credo found a strong echo in the platform of the 
Congress Socialist party (CSP), established in 1934 by the younger 
group of Congress intellectuals. Led by Jayaprakash Narayan and 
Narendra Deva, the CSP operated within the parent Indian National 
Congress. Nevertheless, it drew heavily upon Marxist ideology. At its 
first all-India conference at Patna, it proclaimed two political goals: com- 
plete independence from Great Britain; and the establishment of a 
socialist party. At the second conference in Meerut, June 20, 1936, the 
CSP declared its endorsement for class-struggle taaics: “Marxism alone 
can guide the anti-imperalist forces to their ultimate destiny. Party 
members must, therefore, fully understand the technique of revolution, 
the theory and praaice of class struggle, the nature of the state and proc- 
esses leading to the Socialist society. ”5® 

During the same year, moreover, the CSP Executive Committee de- 

^^Jawaharlal Nehru, Toward Freedom, Appendix 13, p. 395. 
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dded to admit communists to membership in an attempt to unify aU 
socialist groups. Individual members of the Communist party (CPI) 
thereafter joined the CSP, and in this way gained access to the entire 
Congress organization. 

The entr>^ of communists into the Congress party signaUed a serious 
attempt by radical socialists to overturn Gandhian doctrines of nonvio- 
lence and class conciliation as the organizational principles of the na- 
tionalist movement. The CPI, founded in 1925, had already been ex- 
posed as a branch of the Communist International. It received funds 
from both the Communist party in Great Britain and the Soviet Union. 
During the first decade of its existence, the CPI had operated on the basis 
of directives from the Comintern to organize peasants’ and workers’ as- 
sociations for the purpose of fomenting demonstrations, strikes, and ul- 
timately revolution, ending in “the overthrow of the sovereignty of the 
King Emperor in British India. The arrest, trial, and conviction of 
thirty-one of the most important communist leaders in the Meerut Con- 
spiracy Case (1930-1933), had resulted in a government ban on the CPI 
as an illegal organization. Nevertheless, the anti-British attivities of the 
accused created sympathy for the communists among nationalists. When 
the CPI went underground in 1934, they found it easy to maintain con- 
tacts with Marxist intelleauals inside the CSP. Communists readily ac- 
cepted the invitation advanced by the socialists to join the CSP on an in- 
dividual basis. 

Yet, by 1935, the communists were following a more sophisticated 
approach to nationalist revolution, one advanced by the Seventh World 
Congress of the Communist International in its call for the creation of an 
Anti-Imperialist Peoples Front. The new line recognized that the CPI 
“did not possess sufficient forces independently to organize a powerful 
and mass anti-imperialist movement. On the contrary, it endorsed the 
necessity of establishing a united anti-imperialist front with the Indian 
National Congress. Even so, the communists did not propose merely to 
join forces with the nationalist leadership. Rather, their purpose was to 
isolate Gandhi and his conservative colleagues from the rank and file, in 
the hope of achieving for themselves the dominant position in the direc- 
tion of the nationalist movement. 

The communists’ strategy rested on three types of initiatives: the estab- 
lishment of separate “factions” within CSP party units in order to build 
up a cohesive parallel organization that could get communists elected to 
positions of power in the provincial and national executive organs of 
Congress; the infiltration of mass organizations operating outside Con- 

For an account of the formation of the Communist Party of India and its a^vanes 
before 1930, see M. R. Masani, 77:e Communist Party of India, A Short History, pp. 19-40. 
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gress in support of nationalist goals, but with a dual commitment to im- 
mediate social reform; and the use of strategic positions inside the Con- 
gress to bring pressure to bear on the national leadership for recognition 
of the principle of collective affiliation of mass organizations as the means 
of altering the balance of power in the Annual Session. This would per- 
mit the communists to demand constitutional and policy changes, in- 
cluding the elimination of the dogma of nonviolence and the Construc- 
tive Program. The linchpin of this strategy rested on the assumption 
that the CSP and Nehru — its most powerful patron — would side with 
the radicals against the conservative High Command in any open con- 
frontation over the principle of collective affiliation. Communist infiltra- 
tion of peasants’ associations became the first step in the strategy to 
commit the nationalist movement to an active program of revolutionary 
class struggle. 

The first peasants’ associations had been started in Andhra in 1923 by 
N. G. Ranga, the young son of a wealthy landholding family in Guntur 
district. A Marxist and an active member of Congress, he believed that 
only a class-based organization strong enough to create physical sanc- 
tions in favor of radical reform could secure the socialist transformation 
of the countryside. The peasants’ associations (later called kisan sabhas) 
supported Congress in the political struggle for independence, but al- 
ways strove to commit the national leadership to an open break with the 
large landholding and industrial classes. Ranga argued that social reform 
could not be postponed until after independence. He reasoned: “so long 
as feudalism and capitalism arc not done away with, real and substantive 
power cannot come in the hands of the masses. Hence their abolition is a 
necessity for and condition precedent to Swaraj. 

Until the 1930s, the kisan sabhas were largely confined to Andhra, and 
enjoyed only minor successes in sporadic campaigns against payment of 
excessive rent or revenue. In March 1933, however, the innovation of 
kisan marches succeeded in bringing the peasant movement to all-India 
attention. In less than two years, Ranga organized four large marches, 
the last two extending to all parts of the Madras presidency. In public 
speeches and processions, kisan leaders demanded a reduction in rent, 
occupancy rights for all tenants, a moratorium on agricultural debt, abo- 
lition of all feudal dues, and an end to enhanced revenue assessments or 
assessments on uneconomic holdings. The marches, lasting a number of 
days, and moving from district to district, often terminated at the office 
of a local revenue officer or a provincial kisan conference, where peasant 
grievances were dramatically reviewed. According to Ranga, the 
marches were deliberately planned to “stir up the whole Andhra coun- 
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tryside and demonstrate the strength of the kisan movement, to convince 
the various Congress committees that they could maintain their author- 
ity only by following our lead or welcoming our assistance. In 1935, 
the CSP, under the leadership of Jayaprakash Narayan, established pro- 
vincial kisan sabhas both in Bihar and the United Provinces. During the 
same year, affiliated peasants associations also sprang up in Punjab and 
Bengal. By 1936, the kisan associations were strong enough to form a 
national organization, the All-India Kisan Sabha (AIKS), which held its 
first meeting simultaneously with the annual Congress session at 
Lucknow in April. 

At Lucknow, a constitutional subcommittee, with Ranga as president, 
drafted an All-India Kisan A^anifesto claiming to represent the small land- 
owners, tenants, and landless laborers. “Minimum demands” advanced 
by the Adanifesto included abolition of all zamindari tenures without 
compensation, abolition of all debts, redistribution of cultivable waste 
lands vesting in government to subsistence farmers and landless laborers, 
and a graduated income tax in ryotwari areas, with exemption for all 
families earning less than a net income of Rs. 500 annually. Other “im- 
mediate demands” included reduction of rent by fifty percent; cancella- 
tion of rent and revenue arrears; occupancy rights for aU tenants; a fh'e- 
year moratorium on all agricultural debts and attachments; cheap credit, 
seeds, and fertilizers; marketing cooperatives to eliminate private traders; 
and the return of communal grazing land to village councils. The Aian- 
ifesto, moreover, concluded with a call for direct action to enforce these 
demands. It advised all tenants without occupancy rights to refuse pay- 
ment of rent; it endorsed social boycott of moneylenders and their shops; 
and it directed landless laborers to strike against the zamindars in order to 
enforce their demand for a minimum wage.^^ 

Ranga introduced the Aianifesto along with an AIKS appeal for collec- 
tive affiliation to Congress at a meeting of the Working Committee at 
Lucknow. Nehru, then president-elect, and a member of the outgoing 
Working Committee, responded as expected. He pressed hard for the 
adoption of Ranga’s program and the principle of collective affiliation. 
The conservative majority in the High Command reacted shrewdly. They 
avoided an outright veto of this suggestion. Instead, they allowed the 
issue to be considered before the AICC and again in the open session, 
correctly calculating on carrying a majority of the delegates. The pro- 
posal was rejected in each case. 

Nevertheless, the Adanifesto had achieved considerable visibility an 
could not simply be dismissed without making Congress vulnerable to 

For the complete te.xt of the Kisan Manifesto, see N. G. Ranga, Kisan Speaks, pp- 
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charges of collusion with the zamindars. Gandhi, therefore, did agree to 
appoint an agrarian subcommittee of the Working Committee to make 
recommendations for “improving the condition of the kisans.” This 
committee was directed to consult with the Provincial Congress Com- 
mittees and to report its conclusions to the coming AICC meeting in 
August 1936. The resolution that established the subcommittee, how- 
ever, endorsed the preservation of the zamindari system. It defined as 
one point of reference the “safeguarding of the interest of the peasants 
where there are intermediaries between the State and themselves.”*’® 
After Lucknow, left-wing political aaivity intensified. Numerous 
peasant conferences were organized to demonstrate support for the Kisati 
Manifesto. Nehru himself spent much time touring the countryside and 
speaking about socialism.®"^ When the AICC met in Bombay in August 
1936, the All-India Kisan Sabha again submitted the Kisaii Manifesto for 
the consideration of the Working Committee. The Working Committee 
once again refused to take action, asking for additional time to receive 
recommendations from the Provincial Congress Committees. 

At the next annual session of Congress at Faizpur, in December 1936, a 
decision on the agrarian platform could no longer be postponed. Pattabhi 
Sitaramayya, the Congress historian, recalled that at Faizpur the atmos- 
phere was “surcharged with socialist slogans emphasizing the rights of 
the workers and peasants.” One indication of left-wing strength at Faiz- 
pur was the surprisingly large vote — more than one-third in both the 
AICC and the open session — for a communist-sponsored amendment 
declaring that self-government could be won only after an “uncom- 
promising revolutionary struggle with imperialism.”®® The AIKS 
achieved maximum impact, organizing a 200-milc peasants’ march 
through the villages of Maharashtra, which ended at an open session in 
Faizpur attended by some 40,000 peasants. Communist party leaders ap- 
peared openly for the first time,®® and Ranga claimed that “the Kisan 
Sabha became the real common platform of all the radical forces.” 
Within the short period between Lucknow and Faizpur, said Ranga, the 
AIKS came to “wield an extraordinary influence upon the Indian Na- 
tional Congress.”^® In his presidential address to the AIKS at Faizpur, 
Ranga reiterated the sabha’s demand for the elimination of all zamindari 

Resolutions on Economic Policy and Programme, 1924-195-4 , p. 12. 
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and moneylending interests in agriculture, affirming “the eagerness and 
readiness of Socialists and Comrades of Kisans and Workers to welcome 
the class struggle coming to a head before the contending classes.” He 
also thanked Nehru, who as Congress president, he said, had “sincerely 
and single-mindedly help[ed] us to organize ourselves, to develop our 
own class consciousness, and to fight our class enemies. 

It seems certain that Nehru, in his turn, was helped by Ranga’s dem- 
onstration of peasant support. At Faizpur, Nehru finally succeeded in 
getting Gandhi’s approval for the adoption of a far-reaching program of 
agrarian reform that became part of the Congress election manifesto of 
1937. In this victory, Ranga claimed credit for the AIKS: “the influence 
of the Kisan Sabha upon the National Congress was very great indeed. 
The Working Committee which did not expect to formulate any agrarian 
program for presentation to the A.I.C.C. felt persuaded to come for- 
ward with proposals, which on their acceptance by the Congress, be- 
came famous as the Faizpur Agrarian Program, thanks to the stiff fight 
put up by our members in the A.I.C.C. and the tremendous success of 
our Kisan March and Kisan Congress. 

The agrarian program adopted by Congress at Faizpur incorporated 
almost all of the AIKS demands. It called for “immediate relief” in the 
form of substantial reduction in rent and revenues; exemption for uneco- 
nomic holdings from both rent or land tax; cancellation of arrears for 
rent; the abolition of all feudal dues and levies; moratorium on debt, in- 
cluding the liquidation of “unconscionable” debts; and occupancy rights 
for all tenants. For the first time. Congress also declared that “an effort 
should be made to introduce cooperative farming.” Most significant, the 
Faizpur program came to the very brink of recommending zamindari 
abolition, by recognizing the need for “radical change in the repressive 
land tenure and land revenue systems. Nehru left no doubt of his own 
interpretation. He declared in his presidential address: “The land system 
cannot endure, and an obvious step is to remove the intermediaries 
between the cultivator and the State,” after which “cooperative or collec- 
tive farming must follow.”^'* At the same time, however, when the con- 
servative majority in the Working Committee finally took an open posi- 
tion against any change in the Congress constitution to permit collective 
affiliation, Nehru, who continued to speak out in favor of such change, 
did not force the issue to the point of a split with the Old Guard. 

Subsequently, the tone of AIKS propaganda became more strident. 
Although the Kisan Sabha supported Congress in the 1937 elections, the 
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leadership charged that kisan workers were deliberately excluded from 
the ticket, and that “pacts and understandings” were being made with 
the “reactionaries.” The AIKS nevertheless managed to take advantage 
of the elections to intensify recruitment activities. By May 1938, Ranga 
claimed a total of 572,300 members.’^® Although Congress took office 
only in August 1937,’® the October meeting of the AIKS passed a resolu- 
tion attacking the ministries for the “piecemeal, superficial and per- 
functory manner” in which they were dealing with peasant grievances. 
They charged that Congress had failed to keep its campaign pledges for 
an immediate reduction of land revenue and rent, exemption on uneco- 
nomic holdings, and moratorium on debt collections. Then, in early 
1938, the AIKS launched a vigorous agitation for the immediate im- 
plementation of the Faizpur program, including zamindari abolition. 
Peasant marches were organized in Punjab, Bihar, Maharashtra, Bengal, 
Madras, and the United Provinces. The movement had by this time 
adopted the red flag as a standard, and was virtually controlled by the 
Communist party. 

By the time of the next annual Congress session at Haripura, in Febru- 
ary 1938, hostility between the Congress and the AIKS was so strong 
that the Reception Committee prohibited any kisan rally within the 
Congress’ meeting grounds. The Congress historian, Pattabhi Sitara- 
mayya, described the dominant feeling at Haripura that the AIKS had 
grown into a dangerous political rival in the countryside: 

there were the hordes of the Kisans organizing themselves into huge 
parties marching hundreds of miles along the villages and trying to 
build a party, a power and a force more or less arrayed against the 
Congress. They found a cause, a flag and a leader. The cause of the 
Kisan was not a new one, but had all along been upheld by the Con- 
gress. The flag they chose to favor was the Soviet flag. . . . Almost 
everywhere there were conflicts between Congressmen and Kisans 
over the question of the height and prominence of the flag, and the 
virtual attempt of the latter to displace the Tri-color flag symbolized 
the contest between Socialism and Gandhism. Really it was less of 
Socialism and perhaps more of Communism that was gradually 
permeating the atmosphere for the Socialists began already to iden- 
tify themselves with the Communist group in some provinces or 

Ranga, History of the Kisan Movement, p. 78. Of this number, 250,OfX) were in Bihar, 
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melt imperceptibly into the larger group of nationalists. The leaders 
of the Kisan movement were many and they toured the country far 
and wide— and they strengthened and consohdated their party and 
pitted it against Congress. 

By 1938, in fact, the communists had succeeded not only in capturing 
the AIKS, but were well on their way to estabhshing control of the CSP. 
They had one-third of the seats in the CSP executive, and virtually total 
command over the CSP units in Andhra, Tamil Nadu, and Kerala. They 
were, moreover, beginning to occupy important posts in the Provincial 
and All-India Congress Committees,’® 

At Haripura, the conservative membership of the Working Commit- 
tee found its predominant position directly threatened for the first time. 
Subhas Chandra Bose, the fiery nationalist hero of Bengal, espousing al- 
legiance to the socialist platform of the CSP, was elected president of 
Congress. Gandhi and his supporters rushed to protect their control over 
the nationalist movement by pushing through a “Resolution on Kisan 
Sabhas,” which explicitly dissociated Congress from the activities of 
Congressmen “who as members of the Kisan Sabhas help in creating an 
atmosphere hostile to Congress principles and policies.”’® 

During the next month, the AIKS launched a virulent attack on the 
Congress ministries, charging them with favoritism toward the land- 
lords. The new ministries had not made much progress toward im- 
plementation of the Faizpur program. Although tenancy acts were 
passed in Bombay, Madras, the United Provinces, Central Provinces, 
Bihar, and Bengal to confer occupancy rights on restricted classes of ten- 
ants, and to restrain landlords from summary eviction or attachment of 
property for nonpayment of rent, no substantial reductions or exemp- 
tions in rent or revenue, or general moratorium on debts had been 
declared. On the whole, the basic iniquities of the landlord-tenant rela- 
tionship remained unchanged. In this atmosphere, the AIKS, meeting in 
annual session in Bengal in March 1938, suddenly described its ultimate 
aim as a Kisan Mazdoor Raj (Peasants and Workers State), in which 
“from each according to capacity to all according to needs shall be the 
watchword.”®® In a separate resolution, the Sabha specifically denounced 
the philosophy and techniques of the Constructive Program as 
reactionary; 

This Sabha is convinced that the theory of class collaboration, i.e. , 
the principle that the interests of the exploited classes can be adjusted 
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and reconciled within the framework of the present society as 
preached by the Gandhi Seva Sangh and some of the nationalist 
leaders can only tend to penalize the strength of the masses who are 
being slowly but progressively awakened to the realization of their 
historical responsibilities. 

This Sabha is convinced that such collaboration even on the excuse 
that the anti-imperalist struggle demands such a policy for the sake 
of the so-called national unity, can result only in perpetuation of 
economic enslavement and checking the growth of the struggle of 
the masses and therefore, in obstructing the achievement of Swaraj 
for the masses, and ultimately in a settlement between the traditional 
exploiters of the masses and imperialism for a more stable and inten- 
sive exploitation of the masses. 

This Sabha deems its duty to carry on a relentless fight against the 
advocacy and propagation of such a theory and for that purpose 
exhorts all kisan comrades all over the country to organize their 
sabhas as the organs of the kisan struggle, and to pursue their pres- 
ent method of agitation, organization and struggle.®’ 

At the Tripuri Session of Congress in March 1939, Gandhi, who was 
determined to force a showdown with the socialists, decided to convert 
the election of Congress president into an open test of his strength in the 
nationalist movement. Acting on Gandhi’s instructions, the majority of 
the Working Committee publicly withdrew their support from the in- 
cumbent president, Subhas Bose, and asked him to endorse their own 
candidate, Pattabhi Sitaramayya, for president. Bose, with the backing 
of the eSP and the communists, refused and sought a second term. In a 
stunning defeat for Gandhi, Bose was reelected by a majority of 1 ,580 to 
1,375. At the open session, moreover, he used his presidential address to 
propose a radical new action program: an ultimatum to the British gov'- 
ernment for complete independence within a fixed period, followed by a 
final mass struggle for freedom; and close cooperation with all “anti- 
imperialist” organizations, including the All-India Kisan Sabha. 

Gandhi thereupon decided on one last confrontation. He declared that 
he regarded Sitaramayya’s defeat as his own. Following Gandhi’s lead, 
twelve of the fifteen members of the Working Committee (Bose, his 
brother Sarat, and Nehru excluded), announced their resignations. At the 
same time, the Old Guard introduced a resolution at the open session 
calling on all delegates to reiterate their confidence in Gandhi’s leadership 
by “requesting” Bose to appoint a Working Committee having Gandhi’s 
approval. Barring that act of faith, Gandhi announced, he would break 
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all ties with the Congress. The CSP and their communist allies, faced 
with that stark prospect, were confronted with a painful dilemma! They 
could no longer hope to capture the nationalist movement; the best they 
could do in the circumstances was to split it. This, however, was con- 
trary to the entire united front strategy to which the left wing was then 
committed in the face of the mounting war threat in Europe. Accord- 
ingly, rather than divide the nationalist opposition to Great Britain— still 
regarded as a potential fascist ally — the CSP and the communists ac- 
cepted what amounted to a censure resolution against Bose. Subsequent- 
ly, Gandhi withdrew all cooperation from the president and refused to 
have any of his followers sit on a “composite” Working Committee. 
Bose, trapped by the Tripuri resolution, but unwilling to compromise on 
the principle of a representative committee, finally resigned. In May 
1939, the AICC elected Rajendra Prasad, Gandhi’s new nominee, presi- 
dent of the Congress. 

Shortly after this confrontation, a number of events occurred to isolate 
the Communist party and the All-India Kisan Sabha from the main- 
stream of the nationalist movement. In March 1940, the CSP could no 
longer ignore communist infiltration of local party units, and expelled 
the communists from membership at the heavy cost of conceding the 
Andhra, Tamil Nadu, and Kerala units to the CPI. In 1941, as the com- 
munists became even more militant, the CSP and Bose’s newly formed 
Forward Bloc seceded from the AIKS. In October 1942, Ranga himself 
resigned, and acknowledged that he had lost control of the kisan move- 
ment. Finally, Germany’s attack on the Soviet Union impelled the 
Communist party and the AIKS to cooperate with the British war effort. 
Their leadership, released from detention after the British Government 
of India lifted the ban on the CPI, did not take part in the Congress-led 
“Quit-India” movement of 1942, and were stigmatized as tools of a 
foreign power. 

Nevertheless, Gandhi’s hold on the younger nationalists had been bro- 
ken. When he and other senior Congress leaders were arrested in July 
1942, socialist militants gained control of the “Quit-India” campaign. 
They went underground, refused to offer themselves for arrest, and 
engaged in acts of terrorism and sabotage to paralyze the British admin- 
istration. Jayaprakash Narayan, then the nationahst hero of the left, ex- 
pressed the prevailing new ethos when he publicly called upon all free- 
dom fighters to “prepare, organize, train and discipline our forces [for] 
the total revolt of the masses.”®^ One of the younger Congress-women 
to go underground in 1942, Aruna Asaf Ali, remembered that the c>uly 
restraint on political violence was the “aversion to killing for no reason. 
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Apart from that, “everything was attempted. We thought non-violence 
doesn’t yield results. We will show the British we are tired of waiting and 
that they need our cooperation. We cut telegraph lines; we set fire to 
houses; we incited people; we asked youngsters to throw bombs now 
and then, not to kill, but to terrorize.”®^ 

Those close to Gandhi were appalled. But when they appealed to him 
to intervene, he no longer had any hope of regaining control. Morarji 
Desai recalled that “during the forties, after the Socialists got hold of the 
movement and they used all forms of violence, I went to Gandhi and told 
him if you let them take over, the whole revolution of Truth and Non- 
Violence will be lost. But he was desperate, and he had no other pro- 
gram.’’®'* 

The socialists, for their part, believed that the British government, ap- 
prehensive of keeping order in India if the masses followed the leadership 
into open revolt, were pressured by the effects of subversion into acting 
more quickly to concede the nationalist demands for independence. 
Without that, and the effects “of those two wars,” said Mrs. Ah, “we 
would have been the way we were. That is why some people left Gandhi 
in 1942.”®® By June 1945, the members of the Working Committee were 
released from prison. Less than one year later. Prime Minister Attlee sent 
a Cabinet Mission to India to negotiate transfer of power. 

Independence, when it finally came on August 14, 1947, was accom- 
panied by unexpected trauma. Growing tensions between Hindus and 
the Muslim minority, the uncompromising demand of the Mushm 
League for a separate Islamic state, and bloody communal riots in Bengal 
and Bihar had culminated in the bitterness of Partition. Less than forty- 
eight hours after a truncated India regained her freedom, unprecedented 
communal violence erupted in the Muslim-majority province of Punjab, 
divided between India and Pakistan. In the eastern section, Muslim 
minorities were slaughtered by Hindus and Sikhs; in the western half, 
Mushm terrorists turned on Hindu and Sikh minorities. Altogether, 
some twelve million persons, about equally divided between Muslims on 
the one side and Hindus and Sikhs on the other, fled their ancestral 
homes to seek safety in opposite directions. Large numbers never 
reached their destination. In less than one year, approximately half a mil- 
lion persons were murdered. The most bitter blow of all was yet to 
come. Gandhi had desperately tried to halt the attacks on the Muslims in 
Delhi. In January 1948, he announced a fast unto death if peace was not 
restored. So doing, he earned the fierce hatred of Hindu fanatics. On 
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January 30, 1948, as Gandhi entered Birla House in New Delhi to begin a 
prayer meeting, a young Hindu stepped into his path and fired three 
times. Gandhi’s death plunged India into a paroxysm of grief and shame, 
which finally saw the end of communal violence. 

It is impossible to measure with any exactness the effea of such events 
on the political orientation of the sociahst inteUigentsia. They had only a 
temporary impact on the dedicated Marxists inside the CPI. After the 
communal riots, Indian communists who suspected outside agents of 
provoking the disturbances in order to undermine the authority of the 
newly independent regime, pledged their loyal support to the govern- 
ment. These pledges did not survive the year. The Second Congress of 
the CPI, meeting in Calcutta on February 28, 1948, adopted a new 
“political thesis” that refleaed the militant international line approved by 
the first Cominform meeting several months earher. Using the language 
of the cold war, the communists attacked the nationalist leadership for 
betraying the freedom struggle in “striking a treacherous deal behind the 
backs of the starving people”®^ to advance the business interests of the 
Indian big bourgeoisie in alhance with Anglo-American imperialism, 
and against the democratic camp led by the Soviet Union. The party' 
leadership called on all communists to rally the working class, the peas- 
antry', and the petty bourgeoisie against imperialism and capitalism 
through tactics that reaffirmed the validity' of violent struggle under In- 
dian conditions. 

Between 1948 and 1951, the new model for CPI activity was provided 
by the guerrilla-style agrarian revolution launched in the communist 
stronghold of Telengana, the eastern part of the princely state of 
Hyderabad. Armed communists led landless peasants in an orgy of mur- 
der, arson, and looting that drove out local landlords and government 
officials to bring large rural enclaves under the control of a para-political 
regime of village “soviets.” Guerrilla bands were also organized in local 
communist strongholds of West Bengal, Madras, and Bombay as part of 
a master plan for seizing power on a wave of peasant uprisings through- 
out the country. 

Such “adventurism,” however, proved costly. Several state govern- 
ments, invoking the measures of Public Safety Acts inherited from the 
British, declared the Communist party illegal. Large numbers of the 
leadership were arrested throughout the country'. The police action de- 
moralized local party units and resulted in a dramatic decline in mem- 
bership. Within Telengana, moreover, the Indian army (which moved 
into Hyderabad state in September 1948 in order to compel the recalci- 
trant Nizam’s accession to the new Indian Union), brought extra force to 
bear in suppressing the peasant revolt. The communists found they' were 
unable to sustain the momentum of the agrarian struggle. Their appeals 

Cited in Masani, The Communist Party of India, p. 90. 
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to violent action degenerated into acts of individual terrorism that ex- 
posed the party to further repression. 

By 1951 , the communists, faced with the real threat of political annihi- 
lation if they persisted in armed revolt, were ready to reconsider their 
earlier assessment of the revolutionary potential in the country. A new 
lead, moreover, came from abroad, this time from the Communist Party 
of Great Britain. The British party argued that armed revolution was 
“not an immediate prospect”®’ in India. They advised that the correct 
line for the CPI under Indian conditions was to concentrate on building 
up a more effective party organization by taking advantage of opportuni- 
ties for legal activity provided under the parliamentary system. Thereaf- 
ter, the CPI withdrew its program for guerrilla warfare against the gov- 
ernment. It changed over to a strategy of peaceful opposition through the 
organization of united front alliances of leftist parties. The shift, how- 
ever, was based on tactical considerations alone. It did not rule out resort 
to violent methods in the future if the situation became favorable. 

Congress Socialists, by contrast, underwent a more profound trans- 
formation of political outlook. They were deeply shaken by the com- 
munal riots accompanying Independence, and even more by the horrible 
circumstances of Gandhi’s death. “If Gandhi had died naturally,” 
Morarji Desai once reflected, “his ideas would have slowly died away. 
He did more for India with his death than he did alive. The Hindus 
realized they were responsible for his death because the assassin would 
never had done it if he hadn’t thought the people were behind him. The 
assassin was an idealist. I knew him. He thought he was saving Hin- 
duism. But after Gandhi’s assassination, he was disillusioned because 
there was a tremendous wave of reaction and the people realized Gandhi 
was right, that there must always be right means.”®® 

Although the socialists reiterated the Meerut program of class struggle 
as late as 1946, the Nasik conference of the Socialist party — convening 
less than two months after Gandhi’s assassination — resolved to work for 
a socialist society through peaceful means. Jayaprakash Narayan, then 
the party’s general secretary and chief executive officer, personally placed 
the new policy before the conference. He gave this explanation of his 
change of view: “the happenings of the past few months have made me 
reconsider the whole position. Humanity has been uprooted. There have 
been mass murders. Women have been raped. Children have been cut to 
pieces. Blood has flown freely. . . . And the greatest of the tragedies has 
been the murder of Gandhiji.”®® 

Communal tensions, moreover, were clearly not the only source of 

Cited in Overstreet and Windmiller, Communism in India, p. 303. 

Interview, New Delhi, April 8, 1959. 

Socialist Party (India), Report of the Sixth Annual Conference, March 19 to March 21 , 
1948 (Bombay, 1948), p. 12. Narayan’s reassessment was also affected by the first reports of 
massive slave-labor camps in the Sov'iet Union. 
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potentially destructive violence in Indian society. Forces of political dis- 
integration were visible on every side. They ranged from demands by 
some Indian princes for independent status or autonomy; to claims by 
linguistic and tribal groups for separate states; to insistence by untoucha- 
ble and backward castes for preferential treatment in government, the 
civil administration, and schools. Surveying the almost infinite poten- 
tialities for internal conflict, Narayan concluded that Gandhi’s strategy of 
nonviolent social transformation was, in fact, the only possible path to 
socialism in India. He told his old colleagues: 

The greatest thing Gandhi taught us was that means are ends, that 
evil means can never lead to good ends and that fair ends require fair 
means . . . nothing but good means will enable us to reach the goal 
of a good society, which is socialism. ... It is through intensive 
constructive activity amongst [peasants and workers] that we will 
be able to achieve a socialist society and build up democratic social- 
ism. . . . Government should not be the only instrument of social 
good. We have to train the workers in the fields and factories that 
they will become strong enough to look after themselves. It should 
be our aim to educate the mass mind that socialism will become the 
basis of their life.®° 

It is apparent from Nehru’s own writings that he began to experience 
reservations about the wisdom of class struggle techniques in Indian 
conditions even earlier. Although he was the most influential advocate of 
socialism inside the Congress, he had never formally joined the Congress 
Socialist party. When, in 1936, he was elected Congress president, the 
Working Committee appointed by him carefully reflected the conserva- 
tive majority in the AICC. Even in 1939, when with the reelection of 
Subhas Bose as Congress president in the face of Gandhi’s open opposi- 
tion, the socialists appeared in a position to capture the party, Nehru 
chose not to go beyond verbal expressions of sympathy with Bose in the 
critical confrontation with Gandhi that followed. 

Nehru’s motives must always remain a matter of some speculation. 
Brecher suggests that there were important psychological pressures af- 
fecting his behavior: in particular, that Nehru was so emotionally de- 
pendent on Gandhi’s esteem and affection that he preferred to give way 
even on issues of principle rather than risk an irreparable breach in their 
personal relations. Yet, it is also apparent that Nehru was concerned 
about preserving the Congress party as a unifying political force. He had, 
moreover, reason to beheve that his personal effectiveness was enhanced 
by remaining acceptable to the conservative elements inside the party. 

Ibid., pp. 96, 11-12. 

SI Michael Brecher, Nelmi, A Political Biography, p. 140. 



PATTERNS OF MOBILIZATION 


67 


Even though he had refrained from packing the Working Committee, 
and refused to issue an ultimatum on the question of collective affiliation, 
he did manage to win a free hand in drafting the 1936 election manifesto, 
which committed the party as a whole to a radical program of agrarian 
reform. His conciliatory attitude toward the business classes also brought 
significant gains. When the Working Committee constituted a National 
Planning Committee in 1938, composed of socialists, communists, and 
leading industrialists, Nehru as chairman deliberately avoided discus- 
sions of basic social policy or principles of social organization that could 
split the committee, and contented himself with a consensus on the need 
for central economic planning. Like Gandhi in other circumstances, he 
reasoned that the committee’s endorsement for the principle of 
planning — even without an explicit commitment to the socialist pattern 
of society — would inevitably lead India “toward establishing some of the 
fundamentals of the socialist structure.” He pointed out, “it was limiting 
the acquisitive factor in society, removing many of the barriers to 
growth, and thus leading to a rapidly expanding social structure. It was 
based on planning for the benefit of the common man, raising his stand- 
ards greatly.”®^ 

Perhaps the greatest incentive to Nehru of a conciliatory approach, 
however, was the prospect of achieving social reform and economic 
progress with a minimum of disruptive violence. He observed, “if con- 
flict was inevitable, it had to be faced. But if it could be avoided or 
minimized, that was an obvious gain. Especially, as in the political 
sphere there was conflict enough for us, and in the future there might 
well be unstable conditions. A general consent for a plan was thus of 
great value. 

Even so, as late as 1945 Nehru was still not entirely persuaded of the 
practicability of a nonviolent approach to social revolution. He confessed 
to nagging doubts: “ends and means: were they tied up inseparably, act- 
ing and reacting on each other, the wrong means distorting and some- 
times even destroying the end in view? But the right means may well be 
beyond the capacity of infirm and selfish human nature. What then was 
one to do?”®'* 

Nevertheless, Nehru continued to move toward a conciliatory ap- 
proach. The Congress election manifesto, which he approved in 1946, 
finally called outright for zamindari abolition, but also promised pay- 
ment of equitable compensation to the zamindars. After Gandhi’s death, 
moreover, Nehru became unshakable in his commitment to nonviolence 
as the only valid policy in approaching problems of social reform in In- 
dia. Although he did not hesitate to depart from Gandhi’s thinking on 


Nehru, Discovery of India, p. 405. 
” Ibid. , p. 405. 


” Ibid., p. 13. 
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questions of economic policy, he self-consciously kept faith with what 
he considered the relevant core of Gandhi’s teaching in politics, “the 
most important principle [that] he laid down which is means are as im- 
portant as ends and in fact are convertible.’’^^ 

Paradoxically, however, in a striking departure from Gandhi’s 
strategy — and his own earlier prudence — Nehru permitted a radical for- 
mulation of the Congress party’s ultimate goals. In November 1947, at 
the Jaipur meeting of the AICC, the Committee on Objectives and Eco- 
nomic Program set down the general principle that “land, with its min- 
eral resources and other means of production, as well as distribution and 
exchange, must belong to and be regulated by the community in its own 
interests.” The committee envisaged that the state would take over re- 
sponsibility for starting new enterprises in virtually all key industries, 
and that existing enterprises in these fields would be transferred from 
private to public ownership after a period of five years, subject to com- 
pensation at officially defined rates. The residue of private enterprise in 
industr^'^ was to function under “all such regulations and controls as are 
needed for the realization of the objective of national poHcy in the matter 
of industrial development.” Within the rural sector, the committee rec- 
ommended the elimination of all intermediary tenures; an end to all 
forms of tenanc)'; a ceiling on personal ownership of land; the elimina- 
tion of all private moneylenders and traders; and the formation of village 
credit, marketing, and processing societies based on the compulsor}' 
membership of all cultivators.^^ 

The effect of the Jaipur program was heightened by publication in July 
1949 of the Report of the Congress Agrarian Reforms Committee. This was 
the first major product of socialist-Gandhian collaboration on an out- 
standing public issue after Independence.^’ It was also the most threaten- 
ing document ever drafted by an official committee of the Congress party 
with respect to the property interests of the landed castes. 

The committee set down four standards that it said should determine 
the government’s agricultural policy. They were: the agrarian economy 
should provide an opportunity for the development of the farmers’ per- 

Interview, New Delhi, April 9, 1 959. Nehru is quoted as defining the core of Gandhi s 
teaching as “good, pure and truthful” means in R. K. Karanjia, The Mind of .Mr. y^ehni: An 
Interview . p. 25. 

Resolutions on Economic Policy and Programme, 1924-1954 , p. 18. 

The Agrarian Reforms Committee was appointed with Nehru’s approval by Congress 
President Rajendra Prasad toward the end ol 1947. It was headed by the Gandhian 
economist J. C. Kumarappa. Two members with substantial landholdings, N. G. Ranga 
and O. P. Ramaswamy Reddiar, e.v-premier of Madras, issued a “Minute of Dissent to the 
main report. Ranga may have been disillusioned by his e.xperience with the communists as 
president of the All-India Kisan Sabha. In any case, both men argued against virtuaUy all 
recommendations to restrict private ownership rights in land. They were especially critica 
of the recommendations for compulsory cooperative farming. 
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sonality; there should be no scope for exploitation of one class by 
another; there should be maximum efficiency of production; the scheme 
of reform should be within the realm of practicability. 

The report, which conceded that a capitalist agrarian structure could 
achieve maximum efficiency in production, rejected such a pattern on 
political grounds because it would promote exploitation of one class by 
another. It assumed that full protection for private property rights in land 
would encourage larger owners to mechanize production, and ultimately 
to displace smaller and less efficient producers; “to deprive the agricul- 
turists of their rights in land, turn them into mere wage-earners and sub- 
ject society to capitalist control in such a vital matter as food.”®® At the 
same time, collective farming, which might improve productive effi- 
ciency and eliminate economic exploitation as well, was found unsuitable 
on grounds of subordinating the individual peasant to a large army of 
technicians and bureaucrats. On balance, therefore, the committee fa- 
vored an agrarian pattern of intermediate-size, village-based cooperative 
associations as the best safeguard for the legitimate interest of both indi- 
vidual and community. 

With this central issue decided, the report went on to recommend two 
types of farming related to differences in the size of holdings. All hold- 
ings below “basic” size, that is, uneconomic farms that could not pro- 
vide full employment and a reasonable standard of living to an average 
family of five — about forty to fifty percent of the total — were to be amal- 
gamated in joint cooperative farms. This would involve pooling of land, 
farm implements, and bullocks, with only minimal returns to 
ownership. The committee recommended family farming only for hold- 
ings between “basic” and “optimum” size — a limit defined at three times 
an economic holding, for purposes of establishing a ceiling on individual 
ownership of land. They insisted, moreover, on a number of qualifica- 
tions to full ownership rights, including a ban on subletting, and restric- 
tions on the use of land and free sale.®® They also stipulated that all 
farmers must obtain their credit, sell their produce, and buy their 
supplies only from the village multipurpose service cooperative. Even 
these arrangements, however, were viewed as an intermediate stage. The 
report candidly expressed the hope that all land in the village would ul- 
timately come under joint cooperative management, and that family 
farms would gradually disappear after an indefinite period of transition. 

Indian National Congress, AICC, Report of the Congress Agrarian Reforms Committee, p. 

^ Owners were expected to conform to standards of good husbandry and the scheme of 
crop planning set down by a Land Commission, or risk eviction from their fields. They 
were also required to transfer their holding according to “well defined priorities laid down 
by an appropriate authority and at a price which is reasonable and not speculative,” ibid p 
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To this end, the report noted the need to fix a minimum wage for ag- 
ricultural labor, which would not only benefit the landless workers, but 
also drive “the small farms, i.e., the bulk of the agricultural farms out of 
cultivation, and the small holders into the cooperative farms. 

Finally, the authors of the report observed that propaganda, liberal 
state aid, and other forms of economic inducement might not be suffi- 
cient to establish the new agrarian pattern. Some measure of compulsion 
might well be needed. In one of the more ingenuous passages in the re- 
port, the committee reflected: “of course, the scheme of compulsor}^ 
joint farming would involve an amount of coercion. But we must also 
consider that by the judicious exercise of coercion by persons of proper 
perspective, the edge of unpleasantness involved in coercion is greatly 
taken off.”^°^ 

By 1949, therefore, the propertied classes stood warned of the long- 
term threat to their economic interests in government initiatives for “so- 
cial reform” in the rural sector. The mass of illiterate tenant farmers and 
landless laborers were, of course, only dimly aware of the exaa recom- 
mendations for changes in the land tenure system. Still, they were ako 
encouraged to hope for a major improvement in their condition as a re- 
sult of the establishment of a popular government after Independence. 


loo/riW.,?. 123. 
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Growth and Democratic Social 
Transformation: Multiple Goals 
of Economic Planning 


In the early years of Independence, two contradictory tendencies were 
already well advanced inside the Congress party. On the one hand, the 
national party executive endorsed socialist principles of state ownership, 
regulation, and control over key sectors of the economy in order to im- 
prove productivity and at the same time curb economic concentration. 
On the other hand, the national Congress government pursued liberal 
economic policies and incentives to private investment that were justified 
in terms of the sole criterion of achieving maximum increases in produc- 
tion. The phenomenon refleaed a serious attrition in the strength of the 
socialist and Gandhian intelligentsia at all levels of the party organization, 
and the inability of the national leadership to command eSective support 
for the implementation of official Congress policies on economic and so- 
cial reform. 


Subhas Bose s decision, in 1939, to lead a majority of Bengali leftists 
outside the Congress in order to set up a rival vehicle for radical na- 
tionalists (the Forward Bloc) had proved to be the first in a series of de- 
fections that decisively weakened the socialist wing of the party and 
splintered the reformist elements. Although most members of the CSP 
remained in Congress throughout the war years, they never regained 
their previous strength. Apart from the debilitating effbct of the Forward 
there was also the expulsion of the communists in 

.u organization in the 

^ T Kerala-was in communist hands, 

ter 1945, when the Congress party resumed its normal functioning 

AICC. Injuly 1946, Jayaprakash Narayan, who doubted the sincerity of 
Britain s offer to negotiate complete independence, proposed immediate 

fone'^94^the'^"'^''™^^^ He was voted down by 204 to 51 . Again, in 

dT d ’ ^ Gandhi on their side, were badly 

defeated m their opposition to Partition by a vote of 157 to 20 ^ 

increasingly bypassed by senior party leaders 
ecame clear that independence would be granted by the British 
government without recourse to another round olmass civil disoS^ 
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ence. Indeed, by 1946 the most powerful man inside the Congress party 
organization was neither Gandhi nor Nehru. That distinction was en- 
joyed by Sardar Vallabhbhai Patel, Gandhi’s chief lieutenant during the 
long nationalist struggle in the critical task of building up the local and 
state party units. It was Sardar Patel, then treasurer of the national party 
and a staunch conservative opposed to the influence of the socialists, who 
turned his long years of party building to decisive advantage in virtually 
dictating the membership of the Working Committee. Gandhi did suc- 
ceed in having his disciple of long standing, Acharya J. B. Kripalani, 
elected Congress president. Still, although both Gandhi and Nehru ar- 
gued for the appointment of a Congress socialist as general secretar}' of 
the party, and for a respectable contingent of socialists in the Working 
Committee, Patel’s influence was paramount in the final list of names, 
which conspicuously omitted the socialists. Again, when Kripalani re- 
signed as Congress president in 1947 and Gandhi suggested either Jaya- 
prakash Narayan or Narendra Deva as his successor, he was firmly re- 
buffed by the Working Committee. 

Just one month after Gandhi’s death in February 1948, moreover, Patel 
succeeded in getting the AICC’s approval for an amendment to the party 
constitution which prohibited the continuation of organized groups 
within Congress. Subsequently, no member of Congress could be a 
“member of any other political party, communal or other, which has a 
separate membership, constitution, and program.’’ The response of the 
CSP was the intended one. At the Nasik conference of the Socialist party 
in March 1948, the majority of the membership voted to establish a sepa- 
rate party. ^ While the Socialists did not have more than 8,000 members 
at the time,^ even these thin cadres were diluted by the split with Con- 
gress. In Uttar Pradesh, where the CSP had established a commanding 
position in the Congress party organization, less than twenty percent of 
the membership followed Narendra Deva out of the Congress.^ The rest 
decided to remain as individual members. Nehru’s socialist support in- 
side the Congress party was sharply attenuated. At the same time, the 
independent Socialist party lost another crucial element of its organiza- 
tional base. 

The relative strength of radical elements inside the Congress party or- 
ganization suffered attrition from another source. As early as 1936, when 
it became clear that the Congress would come to power in the provincial 
elections, the lure of government patronage contributed to a large influx 
of new members. Data on the social origins of active members of the 

1 An extended analysis of the circumstances surrounding the Congress-Socialist split is 
given in Myron Weiner, Party Politics in India, pp. 42-64. 

^ Ibid., p. 62. . . . r j. on 

3 Paul R. Brass, “Uttar Pradesh,” in Myron Weiner, ed.. State Politics in India, p. oU. 
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Congress party showed that almost half of all Congressmen who joined 
in the nineteen thirties were recruited from the prosperous proprietor 
castes, owning holdings between twenty-one and a hundred acres. 
Moreover, the late arrivals did not scruple about the methods they used 
to try and gain control of the local organizations. Since primary or 
“four-anna” members could vote for representatives to the taluka 
committee — the lowest rung in the party hierarchy — and all other levels 
of the party organization were indirectly elected, the mass membership 
held the key to the balance of power in District and Pradesh Congress 
Committees. As a consequence, competition for control over the party 
machinery centered around the ability to manipulate the membership 
lists, either by denying membership to opponents, paying membership 
fees for supporters, or even enrolling fictitious persons and voting their 
names. By 1938, the general secretary of the AICC was besieged with 
“complaints by individuals and parties that those in power and in control 
of office machinery refused many times to supply books to their personal 
and political opponents and that in some cases where books were too 
freely distributed, unreal and bogus persons were enlisted as members to 
add to the strength of a party or faaion.”^ 

After Independence in 1947, the efforts of rival factions to gain control 
of Pradesh Congress Committees became even more frenzied. The 
AICC’s attempt in 1948 to curb the practice of bogus enrollment by 
amending the Congress constitution to eliminate the four-anna fee for 
primary membership backfired. The new provision actually encouraged 
even more massive abuses. Between 1945/46 and 1949/50, primary mem- 
bership in the Congress registered a phenomenal increase of more than 
threefold, from 5.5 million to 17 million,* Even the Congress president 
was frank to say that in many provinces it was impossible “for any out- 
sider, however eminent, impartial and farseeing to unravel the tangled 
web of factious fights and discords and distinguish the genuine from the 
fictitious amongst the membership rolls. ... It requires weeks of labor 
and tons of energy to tell the genuine from the spurious and establish the 
triumph of truth and morality. Whole districts are sometimes involved in 
such palpable frauds.”^ 

While all party rivals could (and usually did) have recourse to such tac- 
tics, the ability to benefit from them was unevenly distributed. In par- 
ticular, the English-educated urban intelligentsia—the strata from which 
most socialist and Gandhian workers were drawn — ^were inevitably dis- 
advantaged in factional fights in predominantly rural districts. By 1949, 
conservative coalitions built by the dominant landowning castes in al- 

Stanley A. Kochanek, The Congress Party of India, pp. 337-38 
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liance with urban businessmen had captured effective control over most 
District and Pradesh Congress Committees. 

In addition, over large parts of India, the Congress party’s organiza- 
tion had been very weak or virtually nonexistent prior to Independence. 
This was especially true of the territories of the former princely states, 
which alone covered some one-third of the subcontinent during the pe- 
riod of British rule. With the integration of the states into the Indian 
Union after 1947,® the Congress party was faced with the problem of 
creating modem political organizations in areas where ascriptive criteria 
of authority had barely been challenged. Most of the former rulers were 
openly hostile to the new regime. Annual privy purses and symbolic 
privileges of rank were scant compensation for the reality of unlimited 
power they had enjoyed before Independence. More important, despite 
the loss of legal authority, the princes, as well as lesser members of the 
landed aristocracy, were able to exploit traditional vertical ties based on 
rank, caste, and economic dependence to perpetuate an aura of political 
legitimacy. In the former princely states, and even in the permanently 
settled areas of British India, the relationship between Congress party 
politicians and traditional elites — ex-rulers, jagirdars, and zamindars — 
was often asymmetrical. The authority of the latter was largely independ- 
ent of party affiliation, while the power of the former depended on the 
support of traditional authority structures. In areas such as Rajasthan, 
Madhya Pradesh, and Saurashtra, the heads of the major ruling houses 
were often so invulnerable to political challenge that they disdained all 
formal party ties and entered politics, if at all, as independents. In such 
areas, the Congress party could only succeed in winning elections by a 
deliberate effort to accommodate as many of the lesser notables as possi- 
ble. Still, not all members of the petty aristocracy could be cajoled or 
bribed into joining Congress. Minor princes, middle-rank jagirdars, and 
medium zamindars were all in competition among themselves for local 
political influence. The distria and state party “organizations” put to- 
gether in these circumstances were nothing more than a network of 
expedient, often ephemeral, factional alliances among traditional elites, 
each group having a base of local power virtually independent of the 
Congress party. 

During the formative period of the new Indian state, the conservative 
interests of the diverse local notables that constituted the Congress party 
were directly represented inside the central Cabinet. Between 1947 and 
1950, Sadar Patel, then deputy prime minister, shared responsibility with 

® Of the 552 states, 216 were merged into former British 
combined to form five new states: Rajasthan; Saurashtra; Patiala and ast unja 
Union (PEPSU); Madhya Bharat; and Vindhya Pradesh. The four largest units— Mys , 
Travancore-Cochin; Hyderabad; and Jammu-Kashmir were retained without substan 
changes. 
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Nehru for the major functions of government. Patel held the portfolios 
of Home Affairs, States, and Information and Broadcasting. By contrast, 
Nehru, who as prime minister was ostensibly the more powerful of the 
two, held only the portfolios of External Affairs and Commonwealth Re- 
lations. 

The two men made no secret of the fact that they had serious differ- 
ences on “the fundamental question of our respective spheres of respon- 
sibility, authority and action.”® Patel refused to recognize Nehru’s claim 
to a superior role as a “coordinator and kind of supervisor” of all gov- 
ernment ministries and departments. On the contrary, he considered it 
“shocking” when Nehru took independent initiatives to collect informa- 
tion^® or set the broad principles of policy on matters falling within the 
range of Patel’s ministerial responsibilities. Nehru, for his part, rejected 
such a restrictive interpretation of his functions. He insisted that the 
prime minister had to be “more responsible than anyone else for the gen- 
eral trend of policy and for the coordination of the work of various Gov- 
ernment departments.” Otherwise, he pointed out, the prime minister’s 
role would be reduced to that of a “mere figurehead.”^* Even so, Patel 
did, in practice, provide a rival focus of power inside the Cabinet, one 
that encouraged the ministries to exercise considerable autonomy on is- 
sues of national policy. Nehru complained that he could not impose any 
close coordination on the decisions taken in different ministries. In par- 
ticular, his concern that the Cabinet must develop a general economic 
policy to meet the acute crisis created by the dislocations of Partition 
found no echo in government actions. The government ignored the 1946 
recommendation of the interim government’s Advisory Planning Board 
to establish a national planning agency “responsible to the Cabinet . . . 
which should devote its attention continuously to the whole field of de- 
velopment.”*^ Neither was there any response to the January 1948 rec- 
ommendation of the AICC’s Economic Program Committee that a 

’ Letter from VaDabhbhai Patel tojawaharla] Nehru dated December 29, 1947. Published 
in Durga Das, ed,, Sardar Patel’s Correspondence, 1945-50, Volume 6, 12. 

Patel described himself as “shocked” at Nehru’s decision to send his own observer (his 
principal private secretary) to Ajmer in order to report on the situation following serious 
communal rioting in the area. The home minister believed it could only be interpreted as 
evidence that the prime minister was not satisfied with Patel’s account ofthe incident and'or 
with the local chief commissioner’s handling ofthe situation, who, he pointed out, “could 
be subordinate only either to a Ministry or the Secretary to Government concerned," that 
is, to Patel’s own Home Ministry. Letter from Vallabhbhai Patel to jawaharlal Nehru, 
dated December 23, 1947; ibid., p. 9. 

*' Nehru asserted this position in a note to Mahatma Gandhi, dated January 6, 1948, in 
which he insisted that the prime minister’s policy-making role must either be accepted by 
Patel, or if “this is not considered possible, then the only alternative left is for cither me or 
Sardar Patel to leave the Cabinet.” Gandhi’s assassination a few weeks later caused the two 
men to subordinate their personal differences in order to meet the political crisis, but it did 
not resolve the issues dividing them. Ibid., pp. 17-31, 362-67. 

** A. H. Hanson, The Process of Planning, p. 45. 
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Planning Commission should immediately he established. When, seven 
months later, Nehru broached the subject of setting up a “Board or 
Council of expert advisors whose sole function should be to watch every 
aspect of the economic situation and advdse on it,” Patel countered with 
the suggestion of setting up a committee of experts drawn from among 
industrialists, economists, and representatives of the government de- 
partments to achieve their cooperation in the effective implementation of 
policies that had already been set down to reassure the business commu- 
nity.^^ 

Indeed, the years between 1947 and 1950 saw a series of ad hoc eco- 
nomic policies that were designed to create a favorable environment for 
private investment. Despite expert advice that wartime price controls on 
foodgrains, sugar, cotton, and cloth should be maintained in a situation 
of ov'erall scarcity, “especially if our long-term plans involved regulation 
and direction of economic activity by the State, the government, in 
December 1947, removed sugar and foodgrains from control. In the fol- 
lowing month, cotton and cloth were also decontrolled. The rise in 
prices and profit taking that followed was spectacular. From December 
1947 to July 1948, the wholesale price index for foodgrains rose by al- 
most 58 percent. The prices of all other consumer goods increased by 
about one-third. Controls on cloth and cotton had to be reimposed in 
July and August; on foodgrains in September; and on sugar in Decem- 
ber. Meanwhile, however, in the two years between November 1947 
and November 1949, the general price index had been permanently in- 
flated by some 23 percent to 29 percent. At the same time, liberal im- 
ports of consumer goods during 1948/49 drew down government re- 
serves by over Rs. 600 crores, and added to the pressure for devaluation 
in September 1949.^® 

In the same period that the business community was taking record 
profits, the central budget for 1949/50, which showed a deficit of over 
Rs. 14 crores at existing levels of taxation, provided for a reduction of 
direct taxes on personal and corporate income amounting to over Rs. 8 
crores. The total deficit was to be made up by increases in indirect taxa- 
tion, especially sales taxes. The Indian National Congress s publica- 

Sardar Patel’s Correspondence , Volume 6, 389-95. 

C. D. Deshmukh, Economic Development in India, 1946-1956, p. 43. 

India, Planning Commission, First Five Year Plan, p. 177. For a detailed account ofthe 
events leading up to decontrol and its consequences, see Deshmukh, Economic Development 
in India, pp. 43-59. Decontrol has often been attributed to Gandhi s attack on price regu a- 
tion as leading to dishonesty and corruption. Since the business community was not notice- 
ably influenced by Gandhi’s moral injunctions in other cases when their \atal economic in 
terests were opposed, it is difficult to interpret their deference to Gandhi s wishes on t e 
issue of decontrol as anything but expediency. 

Deshmukh, Economic Development of India, pp. 62-63. 

Indian National Congress, Second Year of Freedom, August 1948-.Augnst 19 
Delhi, 1949), p. 8. 
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tion, Second Year of Freedom, August t948- August ^949, explained that 
“The most serious problem before the government was the stagnation in 
the capital market resulting from a deep underlying fear about the future 
of that market. Unless this stagnation was checked and conditions were 
created in which the incentive to save and invest was revived, the indus- 
trial expansion in the country and the execution of the plans intended to 
raise the living standards of the people in general were bound to be de- 
layed. The Finance Minister, therefore proposed certain measures of re- 
lief with this fundamental object of reviving confidence in the minds of 
the public.”^® 

Nor was this all. On April 6, 1948, the government published their 
Industrial Policy Resolution. A public monopoly was to be established 
only over the manufacture of arms and ammunition, atomic energy, 
and the railways. The government did reserve the exclusive right to start 
new enterprises in coal, iron and steel, minerals, shipbuilding, manufac- 
ture of aircraft and of telephones and telegraph equipment, albeit qual- 
ified by the provision that the cooperation of the private sector would be 
sought when required “in the national interest.” At the same time, the 
resolution gave assurances to the business community that no existing 
enterprises would be nationalized. Further, new ventures were to be 
exempt from all possibility of public acquisition for a period of ten 
years. Finally, the government assured foreign firms that they could 
continue to operate under the same conditions as Indian-owned enter- 
prise. No action was taken to break up the big business houses that exer- 
cised managerial control over scores of firms through the managing 
agency system. Rather, negotiations were set in motion with the major 
British groups to attract additional investment. 

Yet, by far the most important initiatives aimed at protecting the inter- 
ests of the propertied classes were those incorporated into the legal and 
institutional framework of the new political order. During the period of 
the “Duumvirate” — which lasted until Sardar Patel’s death in December 
1950 — the government took a series of key decisions on constitutional 
arrangements that set very narrow limits on the Center’s powers for di- 
rect implementation of economic and social reforms. 

The constitution adopted by the Constituent Assembly on November 
26, 1949, established the Democratic Republic of India as a Union of the 
States (and Union Territories) and provided for a parliamentary form of 
government at the Center and in the states.^® The central law-making 

Ibid p. 19. Firsr Fire Year Plan, p. 422. 

For the text of the 1950 constitution and a useful commentary on its provisions sec 
V. N. Shukla, T/ie Constitution of India, 4th edition (Lucknow, 1964). A lucid analysis of the 
political framework established under these constitutional arrangements is provided in 
Norman D. Palmer, The Indian Political System, 2nd ed., pp. 1 18-74, 
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body, including the two houses of parliament and the president, was con- 
stituted as an amalgam of American and British patterns of representative 
government. The upper house, known as the Rajya Sabha or Council of 
States, could not be dissolved, although the terms of approximately 
one-third of its members expired every two years. It functioned as the 
representative of state interests at the Center, with almost all its members 
elected (on the basis of population), by the elected members of the state 
legislative assemblies. At the same time, the Rajya Sabha had a weak po- 
sition relative to the lower house, the Lok Sabha or House of the People. 
It was more comparable in power to the upper chamber of the British 
House of Lords than to the American Senate. The Rajya Sabha could not 
originate any money bills, and any differences on pending legislation 
with the Lok Sabha were to be resolved in a joint sitting, in which each 
member of each house had one vote. These provisions gave a decisive 
advantage to the Lok Sabha, a body having approximately twice the 
number of members as the Rajya Sabha. In addition, the Council of 
Ministers was made collectively responsible to the Lok Sabha, which was 
elected by direct universal suffrage for a period of five years. 

The provisions of the constitution on the executive branch of govern- 
ment were similarly a combination of the British parliamentary and 
American presidential pattern, although the relationship between the 
president and the Council of Ministers was interpreted within the con- 
ventions of British constitutional practice to be analogous to that of the 
king of Great Britain and the British Cabinet. On the one hand, the pres- 
ident of India — who was indirectly elected by the elected members of 
both houses of parliament and of the legislative assembhes of the 
states — was vested with all the “executive power of the Union,” includ- 
ing the supreme command of the defense forces. On the other, the presi- 
dent was expected to govern through and with the advice of his Council 
of Ministers, who were responsible to parliament. Nevertheless, the 
formal powers of the president were extremely wide. They raised the 
possibility that the presidency might in the future become the fulcrum of 
central power. The specific functions of the president included the power 
to appoint the prime minister and other Cabinet ministers, judges of the 
Supreme Court and the High Courts, and other important central offi- 
cials and members of commissions. The president also enjoyed extensive 
legislative powers. All bills passed by parliament, including money bills, 
and biUs passed by the state legislatures under specified conditions, re- 
quired the president’s signature to become law. He was also empowered, 
during parliamentary recesses, to legislate through the issuance of ordi- 
nances; and under the extraordinary conditions of a State of Emergency, 
his legislative powers were unhmited either by the federal provisions of 
the constitution or guarantees for fundamental rights. 
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In the states, the pattern of parliamentary government replicated the 
arrangements at the Center. Executive povi^er was formally vested in a 
governor appointed for a five-year term by the president of India. In 
practice, the governor was expected to act on the advice of the Council of 
Ministers headed by the chief minister of the state and responsible to the 
legislative assembly, which was elected by direct suffrage for a period of 
five years. A majority of states also had a small and weak upper chamber 
or legislative council, consisting of members who were either elected by 
specially qualified eleaorates or appointed by the governor. 

The doctrine of popular sovereignty on which the constitutional 
framework rested was reflected in the relatively simple amending proce- 
dures vested in the parliament and the state legislatures. Under Article 
368, most of the provisions in the constitution could be amended by a 
special majority of the total membership of each house of parliament, re- 
quiring a majority of not less than two-thirds of the members of each 
house present and voting. Amendments to certain specified provisions 
required, in addition, ratification by resolutions passed by not less than 
one-half of the state legislatures. 

The constitutive powers of parliament were, however, limited in one 
vital respect. This was the requirement to carry out social and economic 
reforms through measures that were consistent with the fundamental 
rights of individuals guaranteed by the constitution. Indeed, the most 
egalitarian portions of the 1950 constitution were confined to nonen- 
forceable “Directive Principles of State Policy.” These enjoined the states 
to; secure an adequate means of livelihood to all citizens; distribute 
ownership and control over the material resources of the community to 
best subserve the common good; operate the economic system in order 
to avoid concentration of wealth and means of production; and promote 
the educational and economic interests of the “weaker sections of the 
people, and in particular, the Scheduled Castes and Scheduled Tribes^^ 
[to] protect them from social injustice and all forms of exploitation.” 

The operative portions of the constitution, by contrast, imposed limi- 
tations on the power of the central parliament and the legislatures of each 
of the states against passing any law which “takes away or abridges” the 
fundamental rights protected under the constitution. These fundamental 
rights, as enumerated in Part III, included not only the basic political 
rights such as equality before the law and the freedoms of religion, 
speech, expression, assembly, association, and movement, but also the 


The 1950 constitution, as discussed below, abolished the practice of untouchability 
and enacted special provisions for the former untouchable castes and tribes desicned to 
guarantee their representation m legislative, administrative, and educational institutions in 
propornon to their numbers in the population. Eligibility for these special privileges was 
determined by entenng the names of the former untouchable castes and of tribes on official 
central government and state government lists, or schedules. 
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freedom of property. Article 19 guaranteed the right to “acquire, hold 
and dispose of property” subject only to “reasonable restrictions” in the 
public interest. Article 31 stipulated that no property could be acquired 
for a public purpose unless government paid compensation. The right of 
individuals to challenge compensation awards in the courts as inadequate 
(or in violation of the right to equal protection of the laws) was also 
guaranteed under the general provision of Article 32, confirming the 
right to appeal to the Supreme Court ancTor lower courts for the en- 
forcement of fundamental rights. The Drafting Committee, in fact, was 
more rigid in insisting on the absolute protection of economic rights than 
on the inviolability of political freedoms. On the one hand, Nehru’s plea 
that the constitution should clearly exempt the compensation clauses of 
the Zamindari Abolition Aas from judicial review under the fundamen- 
tal rights provisions was rejected. On the other, the framers endorsed the 
principle that it was necessar)’’ to qualify the civil rights guarantees by 
enabling both the Center and the states to pass laws providing for pre- 
ventive detention “for reasons connected with the security of a State, the 
maintenance of public order, or the maintenance of supplies and services 
essential to the community.” 

The conservative position also prevailed in key decisions to establish 
constitutional protection for the rights and privileges of pre-Inde- 
pendence elites who had little, if any, commitment to the announced 
egalitarian and socialist goals of the nationalist movement. Sardar Patel, 
having successfully presided over the integration of the Indian states as 
head of the States Ministry, overrode objections by Nehru^^ to convince 
his colleagues to adopt constitutional guarantees recognizing the rights of 
the former rulers and their successors to receive tax-free priv^' purses 
from the central government and the “personal rights, privileges, and 
dignities of the Ruler of an Indian State. Similarly, Patel, this time 
speaking in his capacity as home minister, succeeded in imposing his ar- 
guments on the Drafting Committee for constitutional provisions 
guaranteeing the privileged conditions of service of the officers of the 
British-trained Indian Civil Ser\dce (ICS).^"’ As a result, key officials in 

Sardar PateJ succeeded in reversing a Cabinet decision made during his absence that no 
constitutional guarantees should be given for the payment of pris'y purses to the pnnc«, 
with the argument that such assurances were essential to the stabilization of the new polin- 
cal order. See T. V. Kunhi Krishnan, Chavan and the Troubled Decade, pp. 263-64. 

The privileges guaranteed to the former rulers under the constitution included the 
exemption of privy purses from income tax, free medical care, free supply of water and 
electricit)', e.xemprion from customs duty, and other symbolic pri\*ileges of rank, inclumng 
the pros-ision of armed police guards and escorts, military honors at funerals, public hou- 
days in the former states of the rulers on their birthdays, and protection from prosecution m 
court without prior authorization by the government. 

2'’ Sardar Patel told members of the Constituent Assembly who were opposed to guaran- 
teeing the pristileges of ICS officers: “If you decide that we should not have the 
all, in spite of my pledged word, 1 will take the serwce with me and I will go. I will tell the 
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the central and state administrative apparatus, including district collec- 
tors and later development commissioners, continued by virtue of 
seniority to be drawn from the ICS cadre. Moreover, the successor In- 
dian Administrative Service (IAS) established by Patel (with its own 
terms and conditions of service also guaranteed under the constitution) 
retained the structure and style of its elitest forerunner, perpetuating a 
national administrative system that in numbers and outlook was more 
suitable to carrying out the narrow colonial functions of law and order 
than the broad responsibilities for economic development of an inde- 
pendent government. 

If the legal and administrative framework appeared to favor the protec- 
tion of the rights and privileges of diverse local elites, the distribution of 
powers between the Union and the states also acted as a brake in prevent- 
ing sweeping changes of the social order by action from above. The 
strong powers vested in the Union government were more useful as a 
negative sanction in preventing open opposition by the states to basic 
principles of national policy than as a positive force for the effective im- 
plementation of central programs. The constitution did authorize par- 
liament to form new states or change the boundaries of existing states 
(Article 3). It also provided that if any law passed by a state legislature 
was repugnant to any provision of a law made by parliament, then the 
statute of parliament would prevail (Article 249). But, except in the un- 
usual case that two-thirds of the members of the Rajya Sabha were 
agreed, parliament could not legislate on any subject on the “State List.” 
Although Article 246 did reserve to parliament the residual power to 
make laws on any matter not included in the State List, this list was very 
extensive. It embraced jurisdiction over public order, administration of 
justice, local government, education, and communications. The state 
governments, in addition, retained virtually exclusive control over the 
governance of the vast rural sector, including such key subjects as land 
reforms, agricultural credit, land revenue assessments, and taxation of 
agricultural income. Whatever leverage the Center could hope to exer- 
cise on state policies in these areas came almost completely from the 
financial provisions of the constitution. These granted the Union gov- 
ernment the right to set down principles by which taxes levied at the 
Center would be allocated between the Union and the states, and to es- 

servicc men, ‘Let us go. The nation has changed.’ They are capable of earning their living.” 
See Kunhi Krishnan, Chavan and the Troubled Decade, p. 273. 

“ The size of the entire IAS cadre was kept to fewer than 3,000 by selective recruitment 
procedures that admitted about 125 university-trained persons annually on the basis of 
competitive examinations. These officers had to head up the major departments both at the 
Center and in the states. They also served as commissioners of administrative divisions and 
as collectors of districts in the states, adding development functions to their older respon- 
sibilities for the collection of revenue, the maintenance of law and order, and the dispensa- 
tion ofjustice. 
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tablish similar guidelines for the award of grants-in-aid and loans to the 
states for development schemes and other purposes. Even then, the 
structure of government provided mainly for coordination between the 
Center and the states rather than for central control over state policies, 
programs, and administration.^^ 

There was one dramatic departure from this general framework of 
Center-state relations. The extraordinary powers conferred on the Cen- 
ter over the states in times of emergency sharply contrasted with the dis- 
tribution of powers in normal times. Articles 352-355 empowered the 
president to proclaim a State of Emergency in the case of an “imminent 
danger to the security of India or any part of the territory thereof,” 
whether from external aggression or internal disturbance. Such a proc- 
lamation had to be approved by both houses of parliament within two 
months, but could be revoked only by a subsequent presidential procla- 
mation at a rime determined by the president. During the period that 
such proclamation remained in force, the federal provisions — ^no less 
than the entire constitutional framework for the enforcement of funda- 
mental rights — were, in effect, suspended. The authority of the central 
government took on an unlimited charaaer. It extended to the power of 
making laws for the states either by both houses of parliament, or if par- 
liament was not in session, by presidential ordinance. In addition, the 
Union executive was empowered to give directions to any state on the 
exercise of its administrative authority on all matters within its jurisdic- 
tion, and even allowed the central government to appoint its own offi- 
cers with special oversight responsibility for executing laws relating to 
state subjects. Throughout such a period, moreover, the right of citizens 
to go to the courts to challenge the validity of la ws that were inconsistent 
with the fundamental rights provisions was not recognized. 

The sweeping character of these powers was only partly modified 
under the provisions for a Proclamation of Emergency in any state (or 
states) arising from a local failure of the constitutional machinery. Arti- 
cles 356-359 provided that such a proclamation had to be approved by 
both houses of parliament within two months, reaffirmed every six 
months, and could not be kept in force for more than three years. During 
that period, the powers of the state to make laws were to be exercisable 
by the central parliament and/or the president (or any other authority so 
designated); and the right to move the courts for enforcement of the fun- 
damental rights conferred by Part III of the constitution could also be 

An authoritative report by Paul Appleby on the Indian administrative system con- 
cluded that “except for the character of its leadership, the new national government of India 
is given less basic resource in power than any other large and important nation, while ^ the 
same time ha\nng rather more sense of need and determination to establish programs deal- 
ing with matters important to the national interest.” See Paul H. Appleby, Public Adiniws- 
tration in India: Report of a Survey (Delhi, 1953), p. 16. 
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suspended in whole or in part, as specified in presidential ordinances. A 
more limited Proclamation of Emergency was also envisaged at the state 
level under Article 360. This allowed the central government to take over 
the financial management of any state in a situation that threatened the 
“financial stability or credit of India or any part of its territory.” 

Still, under ordinary circumstances, the federal, legal, and administra- 
tive framework imposed severe limitations on the power of the central 
government to carry out programs of democratic social transformation. 
These constraints assigned even greater salience to methods of social 
change that could build up organized popular pressure from below on 
state governments for the efiective implementation of economic and so- 
cial reforms. 

There were, in fact, a number of features in the new constitution that 
contained the potentialities for carrying out such a decentralized strategy 
of social change in response to popular pressure. Not least important was 
the unprecedented provision for the adoption of universal adult suffrage 
as the principle of election for members of the Lok Sabha as well as for 
the state legislative assemblies. This was buttressed by the fundamental 
right to equality before the law and equal protection of the laws under 
Article 14 — a principle of justice once endorsed by independent In- 
dia’s leaders in contradistinction to alien rulers — carried revolutionary 
implications for the legitimate constituent principles of society. Article 
14 put the legal force of the new nationalist government behind the secu- 
lar ethic that proscribed the application of ascriptive differences on the 
basis of religion, race, caste, and sex to establish differential rights and 
privileges. This principle was amplified in Article 15, which prohibited 
the state from discriminating against any citizen on the grounds of reli- 
gion, race, caste, sex, or place of birth, and specifically forbade any re- 
striction on this account with respect to access to public places, including 
the “use of wells, tanks, bathing ghats, roads, and places of public resort 
maintained wholly or partly out of State funds or dedicated to the use of 
the general public.” Article 16 further guaranteed equality of opportu- 
nity in employment and in all appointments to government offices to all 
citizens. Article 17 was still more explicit. It declared “untouchability” to 
be abolished under the law and forbade its practice subject to legal 
penalties. 

Apart from establishing a new egalitarian principle of justice, the con- 
stitution endorsed a number of practical measures to create more fav'or- 
able social conditions for the institutionalization of democratic norms 
over an extended period of time. Special provisions were enacted for a 
period of ten years under Articles 330-342 to reserve seats in the Lok 
Sabha and in the legislative assemblies of the state for members of un- 
touchable castes and tribes, in proportion to their percentage in the popu- 
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lation, and also for their appointment to reserved posts in the state and 
Union services. The states were also empowered to create additional re- 
served posts in state services, schools, and other public facilities for 
members of the scheduled castes and tribes, and for any other “back- 
ward” class that was deemed inadequately represented. The second 
major positive commitment aimed at speeding up social change was in 
respect to education. The constitution endorsed the principle of free and 
compulsory education for all children up to the age of fourteen and di- 
rected the states to “endeavor to provide” education for all children of 
school age within a period of ten years. Further, the constitution paved 
the way for establishing new institutions of popular participation at the 
local level. It directed the states to organize village panchayats and “en- 
dow them with such powers and authority as may be necessar}' to enable 
them to function as units of self-government.” 

This framework of constitutional arrangements, with its short-term 
limitations and long-range opportunities for carr^nng out democratic so- 
cial reform, was in place by the time that Nehru finally succeeded in 
winning Cabinet approval for a national program of planned develop- 
ment. The prime minister, whose power was still not predominant in 
either the government or the Congress party, followed his characteristic 
political style of getting agreement for broad principles of socialist trans- 
formation even while approving the conservative economic policies en- 
dorsed in the Draft Outline of the First Plan. This time, however, simply 
the endorsement of radical economic and social goals proved sufficient to 
alarm the conservatives inside the Congress party. Nehru found that he 
could no longer avoid an open confrontation with the opponents to sec- 
ular and socialist aims of development. The outcome of the conflict, 
which finally established Nehru’s unquestioned authority as the arbiter 
of national policy, at the same time further weakened the socialist and 
Gandhian contingent inside the Congress party. 

At the end of 1949, Nehru once again revived the question of establish- 
ing a planning commission, this time fortified by a recommendation 
from an American advisor. Once again, the idea met resistance from 
Sardar Patel and senior government officials. But the inability of private 
enterprise to deal adequately'^ with the continuing economic crisis 
strengthened Nehru’s hand.^’ Onjanuary' 25, 1950, the Working Com- 

Nehru’s hand was also strengthened by the support of Shankarrao Deo, a resperted 
Gandhian and then general secretary of the AICC as well as a member of the AlCC s Eco- 
nomic Program Committee. Deo entered the debate with a specific set of recommendations 
for a Sarvodaya Plan that on the whole followed official part},' resolutions on major ques- 
tions of economic policy. In the industrial sector, it endorsed proposals for government 
control over large private-sector enterprises in consumption goods; public ownershp of all 
defense industries, power, mining, metallurgy, chemicals, heavy engineering, an ma 
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mittee, after acrimonious debate, finally agreed to a resolution calling for 
the creation of a planning commission. But so far from endorsing gov- 
ernment control in industry' and land reform in agriculture, Sardar Patel 
prevailed once again in deleting a passage from the original draft that 
would have defined the purposes of planning as “the progressive elimina- 
tion of a social, political and economic exploitation and inequality, the 
motive of private gain in economic activity or organization of society 
and the antisocial concentration of wealth and means of production.”^® 
All that Nehru could manage by way of compensation was a statement 
linking the work of the planners to the Directive Principles of State Pol- 
icy contained in the constitution. The final draft of the Cabinet resolu- 
tion that established the Planning Commission on March 1 5 singled out 
three principles as special terms of reference in the preparation of a plan; 
(1) that the citizens, men and women equally, have the right to an 
adequate means of livelihood, (2) that the ownership and control of the 
material resources of the country are so distributed as best to subserve the 
common good; and (3) that the operation of the economic system does 
not result in the concentration of wealth and means of production to the 
common detriment. 

The Planning Commission, with Nehru as its chairman, was from the 
outset relegated to an advisory status. All recommendations on Plan pol- 
icy had to be submitted to the Cabinet for consideration and approval. 
The conservative bent of the Draft Outline was evident as early as Au- 
gust 1950, when the planners submitted a six-year plan outline to the 
Commonwealth Consultative Committee as part of the Colombo Plan 
for Cooperative Economic Development in South and Southeast Asia. 
The appearance of the completed Draft Outline a year later confirmed 
the existence of a wide chasm between statements of principle and pro- 
grams of action. 

The Directive Principles of State Policy were accepted as the guide to 
the “economic and social pattern to be attained through planning.” 
However, the planners warned in an immediate caveat that “a hasty im- 
plementation of measures intended to bring about economic equality, 
may, in the short run, affect savings and the level of production ad- 
versely.”®® Although the Draft Outline endorsed goals of social and in- 


chinery and machine tools; and nationalization of banks, insurance companies, and foreign 
trade. In agriculture, it recommended immediate legislation to confer occupancy rights on 
tenants, reduce rentals, scale down debts, and regulate the operations of rural money len- 
ders. Over the long term, it endorsed the agrarian pattern recommended by the Congress 
Agrarian Reforms Committee. See Sarvodaya Planning Committee, Principles cf Sarvodaya 
Plan (New Delhi, 1950). 

“ Kochanek, The Congress Party of India, p. 139. 

” Tarlok Singh, Towards an Integrated Society, pp. 253-54. 

First Five Year Plan, A Draft Outline, p. 1 1. 
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stitutional transformation, virtually all programs included in the plan 
were justified by reference to a single yardstick: the economic goal of in- 
creasing production. The result was an approach to planning that limited 
the government’s role to the creation of social capital and financial incen- 
tives for the expansion of private enterprise. 

Despite the fact that total tax revenue in 1950/51 was only about seven 
percent of national income, with less than one-third coming from direct 
taxes, the planners did not propose any significant new taxation effort 
except by the states. On the contrary, they were concerned that addi- 
tional central taxes on personal or corporate income would depress the 
volume of savings and capital formation in the private sector. Since the 
inflationary economic climate ruled out any substantial reliance on deficit 
financing, resources available for development outlay during 1951-1956 
were calculated mainly on the basis of normal expansion in govern- 
mental revenue and capital receipts, supplemented by withdrawals from 
India’s sterling balances and modest levels of foreign aid. In effect, this 
approach to fiscal policy eliminated all development projects that were 
beyond those already budgeted by the states and the central government; 
that is, it ruled out any large-scale program for industrial development in 
the public sector. Indeed, industry, including small-scale and cottage in- 
dustries, was assigned only some Rs. 101 crores out of an estimated total 
outlay of Rs. 1,493 crores (6.7 percent). The planners did affirm the 
need to institute a system of controls on capital issues, industrial licens- 
ing, foreign exchange allocations, imports and exports, and prices; but 
they simultaneously conceded that “the expansion of industrial produc- 
tion during the period of the Plan would be largely the responsibility of 
the private sector. They also extended a warm welcome to foreign cap- 
ital “when finance is the main handicap in the progress of industry.’’^'* 

The Draft Outline assigned highest priority to agriculture, rural de- 
velopment, irrigation, and power. Altogether, outlays under these heads 
of development accounted for about Rs. 641 crores, or 43 percent of total 
expenditure.^® This emphasis was dictated by the fact that “the shortage 
of food and raw materials is at present the weakest point in the country s 
economy’’®® and the greatest break on a faster tempo of development in 
the future. Here again, there was a large discrepancy between the pre- 
scriptive and operational portions of the agricultural development pro- 

First Five Year Plan , p. 40. The Draft Outline did include provisions for additional tax- 
ation by the states amounting to some Rs. 213 crores, composed mainly of increases in land 
revenue taxes, irrigation rates, estate duties, sales taxes, and luxury taxes. 

First Five Year Plan, A Draft Outline, p. 39. 

33/iid.,p. 152. Ibid., p. 159. 

33 Ibid., p. 39. An unspecified amount of the allocation for irrigation and power ot Ks. 
450 crores was for the development of hydroelectric power only; other schemes were 
multipurpose; p. 122. 

36 Ibid., p. 75. 
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gram. The planners, pointing out that the great majority of India’s 
farmers cultivated uneconomic holdings and could not invest in im- 
proved practices, defined the solution to the central problem of increas- 
ing production as changing “the character of Indian agriculture from 
subsistence farming to economic farming and [bringing] about such 
changes in its organization as will introduce a substantial measure of effi- 
ciency in farming operations and enable the low income farmer to in- 
crease his return. Among other changes, they believed that this would 
require the reorganization of agriculture into “relatively larger units of 
management and production than the existing holdings.’’^® The “ulti- 
mate objective” was described as cooperative village management, under 
which “ all the land in the village is to be regarded as a single farm.” In 
the interim, the smaller holders would be “encouraged and assisted to 
group themselves voluntarily into Cooperative Farming Societies. All 
producers, moreover, were expected to belong to a Village Production 
Council that would frame village production plans, assess requirements 
for finance and supplies, channel available government assistance from 
cooperative multipurpose societies (envisaged for groups of ten villages) 
to individual cultivators, and organize voluntary labor for community 
works. 

In practice, institutional reform was assigned secondary importance in 
the program for increasing agricultural production. The planners ruled 
out nationalization of land for collective cultivation on the grounds of “a 
tradition of free peasant ownership. Next, they rejected the proposal 
to place a ceiling on existing holdings in order to redistribute land to sub- 
sistence farmers, arguing that “on the larger farms production will fall 
and, for a period at any rate, on other farms also, and it may well be that 
the decline in production may have a serious effect on the well-being and 
stability of rural society as a whole. Apart from zamindari abolition, 
which was already in progress, the only concrete proposals for land re- 
form contained in the Draft Outline centered around recommendations 
for legislation to protect tenants-at-will and to determine a ceiling on fu- 
ture acquisition of land by individuals. 

The greatest emphasis in agricultural programs was placed on the 
adoption of improved practices, particularly the introduction of irriga- 
tion and the application of chemical fertilizer. Since the great majority of 
cultivators were known to have no surplus for investment in improved 
techniques, the agricultural development strategy clearly favored the 
larger landowners. In addition, the planners were so concerned about 
maximizing the economic goals of planning that they warned the states 
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against repeating the costly errors of the past in spreading scarce re- 
sources and personnel very widely over all districts. Instead, they 
stressed, “it is essential that every state should draw up a program of 
work for bringing certain areas, one after another, under intensive devel- 
opment, while holding the rest of the State more thinly. Since additional 
production is the most urgent objective, those areas should be seleaed 
where, on account of irrigation facilities or assured rainfall, additional ef- 
fort is likely to produce the more substantial results. ”'’2 

If some socialist and Gandhian intellectuals saw such proposals as “a 
great climb-down from the objectives and program advocated by the 
Congress till recently,”'*^ industrialists and others more sympathetic to 
private enterprise viewed the very establishment of a central planning 
agency with alarm. Communal elements in the party were also seriously 
disturbed by Nehru’s conciliatory attitude toward Pakistan; his insistence 
on full civil rights for Indian Muslims; and the pending proposals for 
basic social reform in the Hindu law code. The upcoming general elec- 
tions of 1952 acted as a catalyst in stimulating formation of an informal 
coalition among conservative and communal groups for the purpose of 
curbing Nehru's influence in capturing control of the national party or- 
ganization, especially the Working Committee and the Central Election 
Committee. 

In the September 1950 election for Congress president, this coalition, 
whose leaders claimed to have the support of Sardar Patel, campaigned 
actively for Purshottamdas Tandon, a Congressman from Uttar Pradesh 
with strong communal leanings and a pronounced antipathy toward 
planning and socialism. Tandon’s opponent, J. B. Kripalani, had the 
support of the socialists and Gandhians. Nehru characteristically re- 
frained from making a public endorsement in favor of any candidate, al- 
though he was believed to be sympathetic to Kripalani. Tandon, with a 
margin of some 250 votes in the AICC, proved victorious. Moreover, he 
immediately moved to consolidate the power of the conservative ele- 
ments by naming a Working Committee that drew heavily on state party 
leaders, many of whom were known opponents of Nehru’s social and 
economic policies. Tandon went further: he capitalized on the party 
rank-and-file’s feelings of neglect to insist that the pre-Independence 
practice of consulting the Working Committee on all major issues of pol- 
icy should be renewed. By September 1950, the socialist and Gandhian 
elements, most of whom had already been forced out of key positions in 
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state party organizations, found that they were also being excluded from 
decision-making roles in the national party. It was the last desperate ef- 
fort of this group to preserve their influence at the Center that ultimately 
precipitated the famous Nehru-Tandon “confrontation.”'^^ 

Nehru, as always, was a reluctant protagonist. On September 20, 

1950, Kripalani, and dissident socialist and Gandhian Congressmen from 
Uttar Pradesh, West Bengal, Andhra, and Malabar organized the Con- 
gress Democratic Front in an effort to reform the party from within and 
safeguard the long-standing commitments to secularism, social reform, 
and planning. Nehru privately endorsed the Front’s aims, but despite 
Kripalani’s hopes, did not join it. By November 1950, partly out of dis- 
gust at his attitude, a hundred Congressmen from West Bengal decided 
to quit the Congress entirely, and form a new party. When Tandon di- 
rected Kripalani to dissolve the Democratic Front on December 4, and 
Kripalani also threatened secession from Congress in response, Nehru 
still remained silent. It was only after Sardar Patel’s death on December 
15, 1950, that Nehru took the first tentative step toward intervention by 
introducing a unity resolution at the January meeting of the AICC that 
all groups supported. Nevertheless, at the same meeting, Kripalani failed 
to gain the Working Committee’s agreement to a slate of candidates for 
the Central Election Committee (CEC) that would include representa- 
tives of the Democratic Front. Then, in April 1951, the Andhra dissi- 
dents also announced they were leaving the party to form a new organi- 
zation. 

In an effort to ward off further defections, Nehru finally promised 
Kripalani that he would use his influence at the forthcoming Delhi ses- 
sion of the AICC in May to ensure adequate representation for the Front 
on the CEC. Yet, at Delhi, the prime minister found himself powerless 
against the conservative majority of the Working Committee. The final 
list of candidates approved by the AICC reflected Tandon’s wishes. Soon 
after, Kripalani and his supporters also resigned from Congress. In June 

1951, the defeCTors from West Bengal and Andhra announced that they 
were combining forces with Kripalani’s group to form a new party, the 
Kisan Majdoor Praja party (KMPP), or the Peasants and Workers Popu- 
lar party, dedicated to “the Gandhian way.” 

A second attempt by Nehru in July to force changes in the composi- 
tion of the Working Committee and the CEC in order to win the dissi- 
dents back proved no more successful. Finally, at the end ofjuly, Nehru 
was confronted with the resignations of two of his ministers, Ajit Prasad 
Jain and Rafi Ahmed Kidwai. Both were longtime party stalwarts from 

The most detailed version of the events surrounding the confrontation between Nehru 
and Tandon is given ibid., pp. TlSh. Other accounts arc in Weiner, Pany Politics in India, 
pp. 65-97; and Brechcr, Nehni: A Political Biography, pp. 430-37. 
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Uttar Pradesh, and one, Kidwai, was a dose personal friend. The resig- 
nation of Kidwai and his decision to join the KMPP finally jolted Nehru 
into dramatic aaion by underscoring the threat to his power as prime 
minister in the High Command’s continuing attacks against his sup- 
porters. On August 6, Nehru announced his resignation from the Work- 
ing Committee and the CEC. Next, armed with a vote of confidence 
from the Congress party in parliament, he made it known that he was no 
longer interested in the simple reconstruction of the Working Commit- 
tee. Rather, he gave tacit approval to suggestions that he assume the 
party leadership himself. On September 8, despite bitter behind-the- 
scenes opposition, the.AICC accepted Tandon’s resignation, and eleaed 
Nehru Congress president by an overwhelming majority. 

Parallels between the Nehru-Tandon confrontation of 1951, and the 
Gandhi-Bose conflia in 1939 suggest themselves easily. Brecher ob- 
serves, for example, that in each case the majority surrendered to politi- 
cal blackmail by a disagreeable national hero whose base in popular sup- 
port made him indispensable. In 1939, another civil disobedience 
movement was in the offing, and effective mass struggle required Gan- 
dhi’s leadership. In 1951, the first general elections were imminent, and 
party leaders were reluctant to face the electorate without Nehru. Sec- 
ond, the outcomes appear similar. Both Gandhi and Nehru subsequently 
were established as “super-presidents” of the party. They secured the 
right of veto over all appointments to the Working Committee. As a re- 
sult, each is considered to have emerged as the undisputed leader of the 
party. 

Despite these parallels, the differences are at least equally significant. 
Nehru’s triumph occurred in a radically changed political context; that of 
Independence, a federal constitution, and popular government. In these 
circumstances, control over the national party amounted to not much 
more than the power of articulating the broad principles of Congress pol- 
icy. The Pradesh Congress Committees, which now enjoyed independ- 
ent access to the patronage of state governments, autonomous sources of 
finance, and an electoral base among influential local elites, remained in 
effective control of the action arm of the party. Even to maintain the 
fragile unity of the national coalition, Nehru felt obliged to follow a con- 
ciliatory policy at the Center. He used his new authority to selea the 
Working Committee with characteristic restraint, replacing the organiza- 
tion elements with appointees selected from among Cabinet ministers 
and chief ministers of the states, partly to facihtate informal coordination 
of all-India policy. He did not pack the Working Committee with his 
own supporters. On the contrary, conservative opinion continued to be 
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well represented. An immediate result was that most dissidents refused 
Nehru’s invitation to return to Congress after Tandon s defeat. Apart 
from feelings of intense personal resentment aroused by Nehru’s pro- 
longed inaction, they realized that he could not alter the composition of 
local party committees, and he would not purge the national leadership 

to make way for his own supporters. 

On the eve of the 1951 elections, therefore, the socialist and Gandhian 
forces who together had articulated the fundamental social and economic 
ideology of the Congress party were widely scattered. Some remained 
inside Congress; others found a place in the Socialist party or the KMPP. 
Each claimed to be the true hdr to the revolutionary spirit of Gandhism. 
Those who considered themselves the most orthodox of Gandhi s fol- 
lowers turned their back on the democratic political process entirely. In- 
stead, following the lead of Vinoba Bhave, who had been a constructive 
worker since 1916, they organized the Sarvodaya Samaj, an all-India con- 
federation of constructive workers to take up the task of nonviolent so- 
cial revolution. Walking from village to village to emphasize their iden- 
tity with the poor, Vinoba and his followers asked the larger landowners 
to contribute one-sixth of their holdings in bhoodan (land-gift) for distri- 
bution to the landless. The appeal was phrased in traditional terms of 
yagna or renunciation and self-sacrifice, and argued that it was the dhama 
of the upper classes to protect the poor. On April 18, 1951 , Vinoba re- 
ceived his first donation of land in the Telegana district of Andhra, where 
communist-led peasants were still rioting and looting. Subsequently, the 
Sarvodaya Samaj set out to organize a network of bhoodan workers to 
walk from village to village in all parts of India and to canvass for a 
whole series of dans or gifts: sanipattidan (money), shramdan (labor), bud- 
dhidan (intelligence), and even jiwandan (a pledge of lifelong dedication 
to bhoodan work). 

The fact that Nehru could no longer count on a cohesive core of 
socialist and Gandhian support inside his own party further limited the 
leverage built into his dual role as leader of the Congress party and the 
government. He was confirmed as the ultimate arbiter of national party 
policy. His version of the 1951 election manifesto was accepted without 
challenge. It reiterated the longstanding commitments to equality, eco- 
nomic planning, secularism, and social reform. He also set down the na- 
tional criteria for the selection of Congress candidates: proved integrity 
devotion to communal harmony, long service in the Congress, and a 
progressive social outlook.” But he was powerless to enforce these 
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criteria at the level of the state party organizations. His dilemma was 
dramatized by the lists of candidates recommended to the Central Elec- 
tion Committee. Altogether, about 25,000 individual applications (in- 
cluding those put forward on “official” lists) were received by the CEC 
for fewer than 4,000 tickets to the state and national legislatures. But 
“appeals followed these applications, about a lakh of them, almost four 
on average against each applicant. The complaints made truly distressing 
reading, alleging about the indi\nduals concerned all possible crimes. 
Some of the charges were major and serious, many were flippant and 
frivoloTJs. 

Although the AICC secretariat recruited dozens of volunteers to help 
screen each prospective candidate, it was clearly impossible to conduct a 
thorough investigation of 25,000 applicants and 100,000 separate charge 
sheets. In the end, except where the Pradesh Election Committees were 
internally divided, the CEC had to rely mainly on the recommendations 
by the state parties. Yet, in the main, the official lists had been carefully 
constructed to appeal to traditional caste loyalties. 

The outcome of the 1952 elections,"*^ however, only strengthened 
Nehru in his conviaion that the unity of the Congress party had to be 
maintained as the only national political force in India. Just 60 percent of 
the electorate went to the polls. Of this proportion, 45 percent cast their 
ballots for the Congress in elections to parliament, and little more than 
42 percent in the contests for state assembly seats. Opposition groups ac- 
tually commanded a majority of the total vote, but they were hopelessly 
fragmented. Altogether, seventy-seven separate political parties took 
part in the elections. The overwhelming majority of these parties were 
formed on an ad hoc basis, and drew on local pockets of support based 
on caste, communal, or regional ties. Fully one-fifth of the electorate cast 
their votes in state assembly elections for independents, or nonparty can- 
didates, including former princes, and members of the lesser aristocracy. 

The Congress party controlled the largest single bloc of voter support 
in all sections of India. Except in Saurashtra, however, it did not poll a 
majority of votes in any state. Single-member constituencies and the ex- 
treme fragmentation of opposition groups accounted for the ability of 
Congress to win an overwhelming majority of seats in the national par- 
liament and the state assemblies. Only the Congress party possessed suf- 
ficient organizational strength to offer candidates for all contested seats, 
both at the Center and in the states. The socialists, by contrast, could 
field candidates for only 1,805 of the 3,205 state assembly seats, and 255 
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of the 479 Lok Sabha seats. Even then, they managed to win only 128 
contests; altogether, they showed significant strength in only 500 con- 
stituencies. The second largest party in India, they had polled little more 
than 10 percent of the popular vote. The KMPP did worse. They were 
able to contest fewer than one-third of all state assembly and Lok Sabha 
seats; and won little more than 5 percent of the total vote. Of the remain- 
ing parties claiming “national” support, or a following in most states, 
two were considered communal groups, the Jan Sangh and the Ram Raja 
Parishad, with 3 percent and 2 percent of the popular vote, respectively. 
A third, the Scheduled Caste Federation, which appealed exclusively to 
Harijans, managed to glean another 2 percent of the total vote. Probably 
the most disquieting omen was the success of the Communist Party of 
India. Although the communists won little more than 5 percent of the 
popular vote, their strategy of concentrating on local strongholds proved 
profitable. Nationwide, they emerged as the largest opposition group in 
both the Lok Sabha and the state assemblies. They maintained their 
strong position in the southern states of Madras, Hyderabad, and 
Travancore-Cochin; in addition, they made an impressive showing in 
West Bengal, and increased their support in Punjab and Orissa. 

On the whole, the results were sufficient to suggest that for the time 
being only the Congress party could provide a focus for social mobiliza- 
tion on the basis of a common national identity; all other groups would 
divide the country further along caste, communal, sectional, or class 
lines. More than ever, Nehru thought in terms of applying Gandhian 
principles to problems of social change. He reasoned: 

It is clear that so far as this country is concerned we cannot attain this 
ideal [of classless society] by conflict and violence. We have achieved 
many things by the way of peace and there is no particular reason 
why we should give that up and take to violent ways. There is a 
very particular reason why we should not do so, because however 
high our ideals and objectives may be, if we try to attain them by 
methods of violence, matters will be very greatly delayed. It will 
contribute to the growth of the very evils we are fighting against. 
India is not only a big country, but a varied country, and if anyone 
takes to the sword, he will inevitably be met by the sword of some- 
one else. Therefore, it becomes a clash between swords, and all the 
limited energies of the nation required for better ends will be de- 
stroyed by the process. 

Nehru’s “way of peace” in pursuing goals of social transformation 
drew heavily on Gandhian methods in an attempt to separate the basis of 
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political organization from the foundation of social reform. Like Gandhi 
before him, Nehru maintained the tactical separation between an ac- 
commodative party ideology and organization aimed at reassuring the 
propertied classes, and an economic strategy that incorporated proposals 
for institutional change designed to speed up popular organization and 
pressure from below on state governments for the implementation of so- 
cial reforms. 

The final version of the First Five-Year Plan published in December 
1952 reflected Nehru’s new authority over national questions of eco- 
nomic and social policy. It also contained the first indication of a new 
approach to economic development that incorporated a strategy for 
peaceful social change. 

Although the First Plan retained the caution of the Draft Outline in its 
proposals on fiscal policy, there was a discernible change in tone and em- 
phasis on the approach to industrial development. Total Plan outlay was 
increased from Rs. 1 ,493 crores to Rs. 2,069 crores, mainly as a result of 
improvement in the position with respect to receipts from loans, small 
savings, deposits, and funds. Compared to the Draft Outline, the First 
Plan raised the allocation to industry from Rs. 101 crores to Rs. 173 
crores, or from 6.1 percent to 8.4 percent of total outlay. The bulk of 
the increase went toward expansion of basic industries, including mineral 
development, heavy electrical equipment, and a new iron and steel com- 
plex. The broad outlines of an indirect attack on the prerogatives and po- 
sition of private enterprise were, moreover, beginning to emerge. First, 
the planners announced their intention to increase central supervision and 
control over the private sector. Private enterprise would subsequently 
have to operate within the framework of the new Industries (Develop- 
ment and Regulation) Act, 1951, which provided that no new industrial 
unit or substantial expansions to existing plants could be made without a 
license from the central government. It also empowered the government 
to investigate the operations of any industry to make regulations con- 
cerning the quality and price of production.®^ Second, there was a new 
emphasis on overtaking the private sector as the preeminent agency of 
industrial development. The planners gave notice of a much larger role 
for the public sector in basic industries in future plans.®'' 

The First Fii>e Year Plan, p. 54. 
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The most striking innovations, however, occurred in the approach to 
agricultural development. The Draft Outline had offered little by way 
of practical programs to dissolve the apparent contradiction between the 
economic and social aims of planning. It had advanced a predominantly 
technocratic strategy based on incentives to greater private investment 
on modem inputs and concentration of resources in the irrigated areas 
having the highest production potential. Such an approach might have 
yielded maximum gains in output, but only at the social cost of widening 
the gap between large landowners and the mass of subsistence farmers on 
the one hand, and the most advantaged and impoverished regions on the 
other. The final version of the First Plan paved the way for the reconcilia- 
tion of growth and equity goals by reformulating the problem of agricul- 
tural development in terms of eliminating exploitative social and eco- 
nomic relations that inhibited more efficient use of existing labor- 
intensive production practices to increase output. 

The planners this time identified the basic cause of India’s backward- 
ness not in the absence of modern technology per se, but in the persist- 
ence of “certain inhibiting socio-economic factors which prevent the 
most dynamic forces in the economy from asserting themselves.” In an 
analysis reminiscent of the “fetters” thesis advanced by Marx, the Plan- 
ning Commission argued that in Indian conditions, economic progress 
was inextricably bound up with social change. They asserted the general 
theory that 

corresponding to each stage of development, there tends to grow a 
certain economic and social stratification which is conducive to the 
conservation of gains from the use of known techniques. Such 
stratification has a part to play in social progress. But beyond a 
point, it hampers innovation and change, and its very strength be- 
comes a source of weakness. For development to proceed further, a 
re-adaptation of social institutions and social relationships thus be- 
comes necessary. . . . The problem, therefore, is not one of merely 
rechanneling economic activity within the existing framework; that 
framework itself has to be remodeled.®® 

Applying this formulation to the rural sector, it became feasible to 
argue that higher levels of output depended less on the application of sci- 
entific methods to agriculture — which few cultivators could afford — than 
on the transformation of the institutional framework to provide small 
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farmers and agricultural workers with adequate incentives to increase 
production through more efficient application of traditional labor- 
intensive techniques. 

There was, in fact, substantial evidence of a chronic gap between pro- 
ductivity potential and actual output within the vast agricultural sector. 
Such a constraint had been apparent since the turn of the century. During 
the forty years ending in 1946/47, the rate of increase in output of food- 
grains, estimated at twelve percent, lagged far behind population growth 
increases of over forty percent. Yield levels, among the lowest in the 
world, showed almost no increase. Most remarkable, small negative 
growth rates emerged, both in output and yield per acre for rice, India’s 
largest crop accounting for about one-half of foodgrain output.^^ India’s 
experience during this period provided a direct contrast to the pattern of 
“agricultural involution” reported for Java under similar circumstances, 
where it proved feasible to raise per hectare yields to match population 
growth rates through the application of more labor-intensive cultivation 
techniques.^® In India, the marginal productivity of labor could not be 
maintained. Per capita availability of foodgrains declined.®^ 

The obvious gap between actual average yields and technical pos- 
sibilities was interpreted as a cause for optimism in assessing India’s po- 
tentiality for rapid agricultural growth. Grain yields were low, not only 
in comparison to advanced countries, but with respect to countries at 
roughly the same stage of development. Average paddy yields per acre in 
China were estimated at almost twice the Indian level, suggesting that 
large yield increases per acre were technologically possible with only 
small changes in production techniques and using mainly indigenous in- 
puts. It was not uncommon to argue that even a one hundred percent 
increase in yields could be achieved through more careful attention to 
land levelling, seedbed preparation, weeding, line sowing, interculture, 
and more efficient techniques in collection and application of organic 
manures. 

^ The labor force was also inefficiently used for work on land improve- 
ment schemes. There was large-scale underemployment in rural areas at 
the same time as there was substantial scope for capital formation 
through the construction of land reclamation and irrigation projects. 
Over the previous forty years, the net acreage sown had not appreciably 
increased, even though there was significant potential for bringing fal- 
lows and new areas under cultivation. Only about eighteen percent of the 
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area under crops had assured water from irrigation, although almost fifty 
percent of the cultivable area could be irrigated. Since 1910, gross area 
sown had increased by only ten percent, mainly as the result of govern- 
ment initiatives in extending canals from large river-valley projects. 

Efforts to raise agricultural productivity within the existing agrarian 
framework, however, were almost certain to run into direct obstacles in 
the pattern of land distribution and land tenure. The system of land- 
ownership based on individual proprietary rights, inherited from the 
British, imposed severe limitations on the efficient allocation of land, 
labor, and capital. Th e characteristic features of the agrarian patte rn in 
the early years of planning could be summarized as follows;*° (1) the first 
artToverriding constraint was the unfav orable fand-man ratio in the rural 
areas of a bout .92 acr e per capita; (2) this overall scarcity ofT^d was ac- 
companied by extrerne, inequalities in the distribution of ownership. 
More than one-fiffh of all rural households (22 percent) owned no land at 
all. Another 25 percent owned fragments of land or less than one acre. 
An additional 14 percent owned uneconomic or marginal holdings of 1 
acre to 2.5 acres (that is, one hectare or less). In brief, the majority of all 
rural households, approximately. .6 1 pe rcent, either owned no land, or 
small fragments of land, or uneconomic and mafgihaTH'dldi5igs”5f"onc 
hectare or less. All of them together owned less than 8 percent of the total 
area. These were the recruits in the army of the chronically unemployed 
and underemployed, the miUions of the rural poor precariously subsist- 
ing just at the border or slipping below the line of poverty. They could 
be contrasted with what passed for large landowners in India, the upper 
1.5 percen t of all households who had more than 10 acres and owned 
about 64 percent of the entire area, and the even smaller elite of the upper 
5 percent having 20 acres or mor e, and owning 41 percent of the area; (3) 
even so, the upper 13 percent or so of rural households could be consid- 
ered “large” landowners only from the perspectiv'e of their size relative 
to the mass of landless and subsistence cultivators. Among this group, 
for example, fewer than 1 percent owned holdings of 50 acres or more . 
Even then, there wife many fewer large farms than large landowners. 
Holding in all size groups were subdivided into separate parcels that 
were scattered within and between villages.®’ The tiniest fragments 
were, of course, contained in the smallest holdings. They might be sub- 
divided into one-quarter or one-third-acre plots. Yet, “large” holdings 

“The first extensive data on landholdings in India was collected in 1954-1955 and is 
published in National Sample Survey, Eighth Round. Number 10, First Report on Land Hold- 
ings, Rural Seaor. The data for distribution on landownership by sire of holdings is pre- 
sented in Table 4.3, p. 14. The average household size was calculated at 4.9 persons, and is 
presented in Table 7.1, p. 39. 

National Sample Survey, Seventeenth Round, Number 140, Tables with Notes on Some 
Aspects of Landholdings in Rural Areas (State and AU-lndia Estimates). Draft, p. 70. 
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of 10 acres or more were commonly separated into seven or eight parcels 
of 2, 3, and 4 acres. “Large” landowners, therefore, tended to oppr^tp 
small holdings. Th ey did noT^^'y ^dvSnfage'i'isiSdated with^'on- 
omies~dFscaie7-(4)-thts pattern oTIand distribution was associated with a 
con^lex system of tenujialr elationships in _wbich_sh arecroppin g pbvpfl 
a central^Ie. Landowners with tiny plots leased ouTSeir hoidin|rt& 
other cultivators, and sought additional employment outside the village. 
“Large” landowners leased out part of their holdings because they tended 
to have several scattered plots that they found impossible to manage 
without the aid of tenants. The in cidence of tenancy was hig hest in the 
dens ely popuIat e.cLnce.de Jtas whe re land-man rati oj^ye^cfideastlavorable. 
It was not unusual for 30 to 40 percent of all cultivators to take some land 
on oral lease, or for the proportion of the area operated under such 
sharecropping arrangements to reach levels of 40 percent or more.®^ 
Actually, the existing patterns of land distribution and land tenure put 
major obstacles in the way of increasing per acre yields either through the 
more efficient application of traditional labor-intensive techniques or the 
introduction of modem methods. Vast numbers of the landless and those 
engaged in subsistence agriculture remained unemployed or underem- 
ployed for long periods during the year. They had neither the incenrive 
nor the capacity to carry out labor-intensive production schemes that 
could increase yields within the traditional framework of production. 
Sharecroppers paying 50 percent or more of their output in rent provided 

It is difficult to make accurate estimates of the incidence of tenancy’. Most leasing ar- 
rangements dnyplve sharecropping agreements ffiat are unrecorded in village records. The 
method of inquiry used in the National Sample Survey’s reports" 6TT ITncffiBlding typically 
underestimated the size of the problem. Questionnaires were administered to a small 
number of households per village, seleaed according to a stratified random sample drawn 
from four main types of livelihood classes: (1) cultivating owners of land; (2) nonowning 
cultivators; (3) noncultivating owners; and (4) nonagriculturists and agricultural laborers. 
However, in assigning each village household to a particular category, the investigator re- 
lied mainly on information supplied by “knowledgeable persons,” such as the village re- 
cord keeper or revenue officer, and the head of the village panchayat. Since the intertiewer 
was unfamiliar with the village, and the land surveys were widely associated with the gov- 
ernment’s proposals for agrarian reform, village officials often collaborated with influential 
landowners to declare that a given field was in cultivating possession of its owner when it 
was acmally operated by a tenant. Even on the basis of incomplete records, however, data 
collected in the early 1 950s reported a substantial incidence of tenanc)’. Twenn- percent of 
all cultivators operated “mixed” holdings of partly owned and partly leased land, while an 
additional seventeen percent were “pure” tenants, cultivating land entirely on lease. Al- 
together. the proportion of the total area under cultivation of tenants was put at about 
rwent}' percent. See yjational Sample Stirt'ey, Eighth Round, Number 30, Report of iMud Hold- 
ings (2), Operational Holdings in Rural India, p. 17. According to interHew data colleaed by 
the Census Commission in 1961, about 23 percent of all cultivators were pure tenants, 
operating wholly leased-in land; and in many states, 30 to 40 percent of all farmers took 
some land on oral lease. The Statesman , June 1, 1968. Interview materials from local field 
research in selected regions of the rice areas suggest an even higher incidence of sharecro^ 
ping. See Planning Commission, A Study of Tmurial (^iiditians in Package Districts by Wolf 
Ladejinsky. ' 
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the most obvious case. They rarely invested in modern inputs and they 
certainly did not lavish any extra attention on the cultivation of leased-in 
land. Nor was there much scope for carrying out overhead labor- 
investment projects — construction and maintenance of water courses, 
field channels, wells, tanks, drainage systems — which were so critical for 
increasing produaivity through traditional techniques. Individuals 
were unable to undertake such land improvement schemes, and groups 
of landless and land-poor cultivators found no incentive to do so. 

The patterns of land distribution and land tenure were only somewhat 
less serious obstacles in achieving higher levels of productivity through 
the introduction of capital-intensive technologies. Many “large” land- 
owners, like small and marginal cultivators found it uneconomic to in- 
vest in modern agricultural techniques. The large landowner was rarely 
able to realize the maximum return from his investment because the size 
of his operational holding was usually less than the optimum area for effi- 
cient cultivation using costly modern equipment. This was a pervasive 
problem in the rice areas, where the installation of minor irrigation 
works (percolation wells, pumpsets, and tubewells) was desirable to 
supplement supplies of water from surface irrigation projects, but the 
command area of the smallest mechanized works were a minimum of 
five to ten acres. Without assured water, large cultivators, no less than 
small and marginal holders, hesitated to make higher outlays on the op- 
timum application of fertilizers and pesticides, when the investment was 
likely to be lost if rains were inadequate or there was flooding. Some 
landowners, of course, simply had no interest in\land development or 
maximizing output from their holdings. Under ^existing tenurial ar- 
rangements, they effortlessly received reliable incomc„by collecting rent 
and interest on loans. 

Under these circumstances, it appeared plausible that direct obstacles 
in the pattern of land distribution and tenurial relations were sufllcient in 
themselves to account for a large part of India’s problems of agricultural 
stagnation and mass poverty. It was also reasonable that solutions should 
first be sought in changing the agrarian pattern. It was, of course, possi- 
ble to consider a strategy for raising agricultural output that did not go 
much beyond consolidation of existing ownership holdings aimed at in- 
creasing economies of scale. But consolidation, in the absence of any pol-, 
icy for redistribution of ow nersh ip rights in land, would only aggravate, 
the problems of technological dualiFm afid'ihcome'disparidcs within the' 
agricultural economy. Displaced sharecroppers would swell the ranks of i 
the landless laborers. Meanwhile, even more “surplus” labor would be 
created as big farmers, operating consolidated holdings, found it more 
economic to mechanize farm operations. 

The final version of the First Plan ruled out the undiluted capitalist 
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pattern of agrarian reorganization. Instead, it adopted alternative propos- 
als for land reform that made significant redistribution of land and some 
degree of change from individual to cooperative patterns of economic ac- 
tivity an integral part of the program for agricultural development. 

The most striking departure occurred in the recommendation for ceil- 
ings. Reversing their earlier position in the Draft Outline, the planners 
announced that they were now “in favor of the principle that there 
should be an upper limit to the amount of land that an individual may 
hold. Explaining this decision, they assigned overriding importance to 
the “social aspect.” 

If it were the object of policy to reduce the holdings of the larger 
owners with a view to providing for the landless or for increasing 
the farms of those who now have uneconomic fragments, the facts 
at present available suggest that these aims are not likely to be 
achieved in any substantial measure. The question whether some 
limit should not be placed on the amount of land an individual may 
hold, has, therefore, to be answered in terms of general principles 
rather than in relation to the possible use that could be made of land 
in excess of any limit that may be set. We have considered carefully 
the implications of the various courses of action which are possible. 

It appears to us that, in relation to land (as also in other sectors of the 
economy) individual property in excess of any norm that may be 
proposed has to be justified in terms of public interest, and not 
merely on grounds of individual rights and claims. 

The planners endorsed the recommendation of the Congress Agrarian 
Reforms Committee to establish a ceiling at three times the “family hold- 
ing.” They set down that the ceiling should apply both to land under the 
direct cultivation of owners, and to the amount of land that could be re- 
sumed from tenants-at-will for the purpose of personal cultivation. Even 
in the case of small and middle owners, the landlord would be permitted 
to resume only the amount of land that could be cultivated by the adult 
members belonging to his own family. If owners did not act to resume 
their holdings, tenants would be protected by a five-year lease, and legal 
rents of not more than one-fourth to one-fifth of the produce. Finally, 
the planners provided that all tenants of nonresumable land should be 
permitted to acquire full ownership rights in return for compensation to 
the landlord at rates established by legislation. 

The plight of landless workers was expected to be ameliorated but not 
removed by the redistribution of land. The planners believed that this 
problem could only be solved within the context of “a basic reconstruc- 
tion of the village economy.”^'* As in the Draft Outline, the Planning 

63 The First Five Year Plait , p. 188. Ibid., p. 194. 
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Commission recommended that small and middle farmers be assisted to 
group themselves voluntarily into cooperative farming societies. Again, 
the ultimate goal ■was defined as cooperative village management. This 
time, however, the Commission suggested a modest element of compul- 
sion: “if, for instance, a majority of the owners and occupancy tenants in 
a village wished to enter upon cooperative management of the land of the 
village, their decision should be binding on the village as a whole. To 
ensure confidence among all concerned, it could also be prescribed that 
those who express themselves in favor of cooperative management 
should as a body hold permanent rights in at least one-half of the land of 
the village, no individual holding being reckoned for this purpose in ex- 
cess of the limit prescribed for resumption of personal cultivation.”®^ 

The recommendations for land reforms and cooperative village man- 
agement, nevertheless, stopped far short of the generalized attack on pri- 
vate ownership rights in land that characterized the 1949 Report of the 
Congress Agrarian Reforms Committee. The impression of a moderate land 
policy compatible with the practice of accommodative politics was 
strengthened by the Planning Commission’s projection of an extended 
time perspeaive for the organization of cooperative farms of small and 
middle farmers. The planners gave only a vague mandate to the states to 
organize a “good number” during the First Plan. They suggested no 
timetable at all for achieving the ultimate goal of cooperative village 
management. 

Even so, the planners believed that the proposals for land reforms rep- 
resented an important victory for the goal of a socialist pattern. They had 
achieved a consensus at the level of principle on the aim of a radical re- 
construaion of rural society. Recommendations fo r ceiling s on land- 
ownership and the formati on of cooper ative farms had been endorsed by 
the Cabinet, the Lok Sabha, and the Congress party as part of their over- 
all approval for the Plan. The endorsements represented the first step to- 
ward a redefinition of distribution norms that was bound in the long run 
to legitimize resistance to extreme inequalities in economic power. They 
could be expected to lead, as had earlier victories for more limited princi- 
ples (for example, the right of workers to a living wage), to a political 
climate in which informed opinion could be harnessed for the transfor- 
mation of the social structure in the direction of the new values. 

Indeed, the new approach to agricultural development also incorpo- 
rated a set of proposals for organizational changes at the village level that 
carried the potentiality for mobilizing effective public opinion as a sanc- 
tion in enforcing plan policies of agrarian reform. The core of the ap- 
proach was the recommendation for a Comm unity Development pro- 
gram. Like its predecessor, the Constructive Program, it was designed to 

Ibid., p. 197 . 
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stimulate popular pressures for social reform from below that would ul- 
timately make institutional change inevitable, while avoiding the de- 
stabilizing effects of a frontal attack on the prerogatives of the propertied 
classes. 

The first fifty-five Community Projects had been started in October 
1952, under the supervision of the Planning Commission, with Ameri- 
can technical and financial assistance. They were originally conceived 
solely as programs of intensive agricultural development, and were, in 
fact, allocated only to areas having water from irrigation or assured rain- 
fall. Essentially , the Community Projects provided a multipurpose exten- 
sion apparatus for coordinating government action on all problems asso- 
ciated with low agricultural productivity. The project staff included not 
only agricultural extension workers and subject-matter specialists in crop 
production, plant protection, farm management, and fertilizers, but also 
extension officers for rural engineering, health, social education, welfare, 
panchayats, and cooperatives. Each project area was divided into three 
development Blocks of one hundred villages (approximately 65,000 per- 
sons), for an intensive development effort. A multipurpose extension 
worker was assigned to every five villages to demonstrate the use of im- 
proved seeds, fertilizers, pesticides, and implements. 

Nehru had been dissatisfied from the beginning with the narrow eco- 
nomic goals of the Community Projects. He particularly objected to the 
practice of “pick[ing] out the best and most favorable spots” for inten- 
sive development when the majority of agriculturists were economically 
backward. But two facets of the Community Projects nevertheless 
impressed him as vitally important for the social goals of planning. One 
was the approach, patterned after the Constructive Program, of concen- 
trating on all “social” problems associated with low productivity, includ- 
ing basic education, credit, and rural industries. The other was the 
community-centered focus of the development projects, that stressed the 
principles of cooperation and self-help. The Community Projeas 
budgeted only one-third of the costs of land reclamation, drainage, irri- 
gation, and road building schemes, and rehed on village contributions in 
labor and money for the remainder. Matching contributions were also 
required to qualify for government grants toward the construction of so- 
cial amenities projects, including primary schools, community centers, 
and drinking-water wells. There was, therefore, an objective justification 
for creating and/or strengthening village institutions as grass-roots agen- 
cies for organizing the extensive popular participation necessary to carry 
out rural improvement schemes. At the center of the Commuruty De- 
velopment program was a plan to establish cooperative and panchayat 

Ministry of Community Development, Nehni on Community Development 
(Delhi, 1957), p. 13. 
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institutions that aimed at reconstructing the whole village as the primary 
unit of economic and political action. 

At the level of ideology, the proposal to use cooperatives as the major 
instrument of rural economic development appealed to socialist and 
Gandhian planners alike as desirable in itself for reversing the trend to- 
ward individualism and class division. There was still hope that coopera- 
tives would revive and strengthen community values and interests, and 
restore the corporate character of village life.^’ 

The proposal to place the village panchayat at the center of the plan- ] 
ning and implementation of rural development projects represented a 
second aspect of the effort to recreate the community as a cohesive unit of 
political action. Indeed, the First Plan went as far as recommending that ' 
panchayats be given statutory responsibility for developing all resources 
in the village. They suggested that village panchayats: (1) frame a pro- j 
duction plan for the whole village; (2) prepare budget estimates to carry \ 
out the plan; (3) act as a channel for government assistance; (4) enforce 
minimum standards of cultivation; (5) bring wasteland under cultivation; 
(6) arrange for cultivation of land not managed by owners; (7) organize 
voluntary labor for community work; (8) make arrangements for 
cooperative management of land and other resources in the village ac- 
cording to prevailing land management legislation; and (9) assist in the . 
implementation of land reforms.®® 

But the planners were not naive about the practical obstacles to the re- 
construction of the village community as the basic unit of social action, 
given the growth of inequality and the emergence of class interests in 
modern times. Even Tarlok Singh, the most influential advocate of the 
community approach inside the commission, had to concede that 

for several decades, as well-knit social organization, the village 
community has been slowly but steadily declining. As the pursuit of 
individual interest within and outside the village had become more 
common, the influence of the community over its members had di- 
minished. The growth ofinequality in the ownership of land, trans- 
fers of land to non-cultivators and migration to towns are evidence 
of these trends . . . conflict of interest within the village community 
have sharpened and the process continues. There are now few values 
which can be said to be common to the whole community, and cer- 
tainly there is no common purpose which inspires all sections 
equally.®® 

One of the main attractions of the Community Projects was precisely 
their potentiality for carrying out a “nonpolitical” organizational ap- 

The First Fiue Year Plan, p. 164. 148. 

Singh, Towards an Integrated Society, p. 165. 
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proach to social reform while avoiding the destabilizing effects of class 
conflict. Presumably, all castes and classes could agree on the desirability 
of improving the general standard of life. They could also understand the 
common interest in pooling local resources of labor and money to carry 
out development schemes of mutual benefit. Meanwhile, the organiza- 
tional core of the approach, involving plans to penetrate the village 
through introduction of primary institutions of cooperatives, pan- 
chayats, and schools as the instruments of collective rural improvement, 
offered wide scope for modifying traditional status norms and vertical 
caste/class divisions. The proposals for institutional change at the village 
level followed Gandhi’s tactic of maintaining a formal separation be- 
tween economic and political issues by presenting the new organizational 
infrastructure as an agency for popular participation in “social” im- 
provement schemes. Indeed, the creation of a national network of village 
cooperatives and panchayats was represented as the revival and adapta- 
tion of traditional group-oriented values and communal institutions. But 
both the cooperatives and the panchayats were reconstituted on new 
principles of universal membership and adult suffrage. Over time, they 
held the revolutionary potential of redefining the effective village com- 
munity to include all families regardless of caste, and of shifting the bal- 
ance of economic and political power away from the landed upper castes 
toward the low-status peasant majority. 

All agriculturist families, even uneconomic cultivators, were expeaed 
to become members of the village multipurpose cooperative society. The 
Planning Commission suggested that moral character rather than finan- 
cial security should be the most important factor in determining the 
eligibility of members for agricultural loans. In the future, moreover, the 
cooperatives were supposed to take up supervision and control of all 
areas of agricultural life, including credit, marketing, distribution, and 
even cooperative farm management. The planners reasoned that by re- 
ducing interest rates on loans, eliminating the fees of middlemen, and 
facilitating the organization of efficient units of production through 
cooperative farm management, the societies would increase the income 
and surpluses from agriculture of millions of small farmers, and set in 
motion the process through which new norms of equality and coopera- 
tion would become incorporated in the village social structure. 

The panchayats, recreated on principles of universal suffrage and 
majority vote, were in complementary fashion visualized as an instru- 
ment for redistribution of political power in favor of the peasant and 
landless castes. Above aU, the new panchayat institutions provided the 
opportunity for a political redefinition of community from narrow no- 
tions of caste or faction to the comprehensive category of the village, 
which broadened the boundaries of solidarity to include the majority of 
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poor agriculturists. The panchayat, taking root in a period of rapidly ex- 
panding education, provided the vehicle through which a heightened 
class consciousness could find expression in new horizontal forms of 
political organization, and bring the power of numbers to bear in a non- 
violent sanction from below for effective implementation of the national 
leadership’s reform program. The organized demands of the majority for 
a greater share in the allocation of rural resources, one hoped, occurring 
within an economic environment of expanding production, could be ac- 
commodated without a zero-sum conflict between the peasantry and the 
propertied classes. Local elites might be persuaded to yield some of their 
advantages. Even if a few remained recalcitrant, most would be moti- 
vated by the elemental rationality of self-preservation, and realize that 
their own interest lay in accepting moderate reform as an alternative to 
complete expropriation. 

The redefinition of the rural development strategy to reconcile goals of 
economic growth and reduction of disparities had an immediate effect on 
the priorities of planning in the agricultural sector. The Planning Com- 
mission subsequently assigned only secondary importance to the provi- 
sion of modern scientific inputs in the program for increasing produc- 
tion. Primary emphasis was placed on initiatives for institutional change 
that could mobilize local manpower and resources for development. The 
Community Development Projects became the “focal centers” of the ag- 
ricultural strategy. 

In the final version of the First Plan, the principle of selective and in- 
tensive development was completely abandoned. Instead, the planners 
announced the intention to create a national extension organization, 
modeled after the Community Projects, which would bring the entire 
cultivated area under extensive development within a period often years. 
The target set down for the First Plan was coverage of nearly one-fourth 
the rural population, or about 120,000 villages.^® 

The decision for all-India coverage under the Community Develop- 
ment program was not strictly rational from an economic point of view. 
Certainly, the short-term prospect for maximizing agricultural produc- 
tivity in Block areas was dimmed. Budgets allocated to each Community 
Development Block were radically curtailed. The ratio of extension per- 
sonnel to Block population was drastically reduced. Scarce inputs of im- 
proved seeds, fertilizers, pesticides, and equipment were no longer con- 
centrated in the most productive areas of the country, where they could 
be expected to bring the highest yields, but were distributed evenly and 
thinly over the entire cultivated area. 

At the same time, the planners believed that by expanding tbe Com- 


The First Five Year Plan , p. 231 . 
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munity Development program beyond the strict limits of economic 
cost-accounting, they could reap economic and social advantages in the 
long run, which would mitigate and more than offset the initial sacrifices 
in production. In exposing all areas of the country to new possibilities of 
progress, they counted on arousing a “burning desire” for rural better- 
ment that could make feasible an agricultural development strategy 
based on the pooled energies and resources of the small farmer; and en- 
sure to the impoverished majority of cultivators the greatest gains of de- 
velopment. After 1953, the government’s contribution to the Commu- 
nity Development program was conceived as no more than a catalyst to 
community action. The official machinery would supply “practical 
aids” — limited amounts of improved seeds, chemical fertilizers, agricul- 
tural credit, and technical assistance — but the “very essence of the pro- 
gram” was “peoples participation.”"^^ 

"While a strategy of agricultural development based on the more effi- 
cient use of labor was at least plausible in 1952, it was no more compel- 
ling as an approach to rural economic growth than in 1951. Rather, it 
represented the new leverage of the national leadership in selecting a de- 
velopment model that conformed to longstanding value goals. The 
major attraction of an agricultural strategy based on popular participa- 
tion in Community Development programs was not merely the prospect 
of harnessing local resources for rural development. On the contrary, 
rural economic growth through the Community Development program 
represented the only possible strategy for the accomplishment of the 
multiple economic, social, and political goals of planning. Subsequently, 
proposals for institutional reform were incorporated as an integral part of 
the agricultural development strategy. In the words of the planners, 
equality and social justice became “both the means and the goal of 
[India’s] development and the entire planning effort. 

It was largely on the basis of the new agricultural policies that in 1953 
Shriman Narayan, then general secretary of the AICC, claimed there was 
“no fundamental difference between the ideologies of the Congress, 
Socialism and Sarvodaya.”’'* Writing in a party publication. Construc- 
tive Program for Congressmen,” he pointed out that the Community 
Projects were no longer American in conception, but that they are now 
based mainly on Gandhiji’s Constructive Program. The AICC urged 
Active Members to resume constructive work as a regular part of party 

224. 72/fcW.,p. 228. 

” India, Planning Commission, The New India: Progress through Democracy (New York, 

1958), p. 34. n,- iQi;a\ 

Shriman Narayan Agarwal, Constructive Program for Congressmen (New Ueim, ivoJn 
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activity. Congressmen were exhorted to work for bhoodati; to take an ac- 
tive role in organizing village industries, panchayats, cooperatives, and 
schools; and to engage in social welfare work, particularly among the 
Scheduled Castes. Subsequently, some Congressmen did take up bhoodan 
work, and the Sarvodaya Samaj strengthened its informal ties with the 
Congress party. The bulk of constructive workers, however, followed 
Vinoba’s lead and remained outside the political process. 

Also in 1953, Nehru attempted to forge new ties between the Con- 
gress party and the Praja Socialist party (PSP), which had been formed 
following the 1951 elections by merger of the Socialist party and the 
KMPP. The results were disappointing. A number of individuals did 
move back into Congress, but the PSP as a whole rejected the idea of 
formal cooperation or merger. Jayaprakash Narayan, then president of 
the PSP presented Nehru with an array of fourteen points as a condition 
for collaboration. They included demands for constitutional amend- 
ments weakening the protection for private property; nationalization of 
banks, insurance companies, and mines; and “most urgent” of all, a pro- 
gram for “integrated” and far-reaching agrarian reform. Narayan called 
for immediate redistribution of land to poor peasants and landless labor- 
ers; the abolition of all forms of landlordism; and the transformation of 
the rural sector into a cooperative economy through the creation of mul- 
tipurpose societies operating on the basis of compulsory membership. 
Nehru responded by expressing agreement in principle with most of the 
demands, but confessed his inabihty as a prime minister operating within 
the constraints of parliamentary government to give unilateral assurances 
of action on such controversial issues. 

The Sarvodaya Samaj and the Praja Socialist party were actually in 
broad agreement with each other and with influential members of the na- 
tional leadership of the Congress party on long-term social and economic 
goals. But suspicion about Nehru’s motives, as well as genuine dis- 
agreement on means, prevented the socialist elements from reaching an 
accommodation that might have restored the noncommunist left as a 
cohesive force in Indian political life. Ironically, the differences that kept 
them apart were, to a large extent, rooted in a common legacy — the 
thought and practice of Gandhi. The question they all tried to answer 
was how best to adapt Gandhi’s technique of nonviolent resistance 
against foreign rule to India’s internal struggle against social and eco- 
nomic exploitation. 

The solution favored by the Sarvodaya Samaj fastened on the more 
utopian and spiritual aspects of Gandhi’s thought. In essence, the Sar- 
vodayis argued that social reform could not be effectively accomplished 

The correspondence between Nehru and Narayan on the question of collaboration, 
including Narayan’s fourteen-point program, is published in The Hindu, March 20, 1953. 
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by legislation from above. The only reliable method was altering 
peoples values by exposing them to proper example and education.’’ In 
contrast, the PSP, particularly its more militant wing, sought to develop 
the revolutionary implications of the Constructive Program and mass 
civil disobedience. Rammanohar Lohia, who was the leading exponent 
of a Gandhian-Marxist synthesis along these lines, agreed that construc- 
tive work was a necessary part of a political action program, but mainly 
as an instrument of arousing mass consciousness in preparation for direct 
struggle. Lohia pointed out that there was, in fact, no opposition be- 
tween direct struggle and civil disobedience. Rather, civil disobedience 
was a peaceful method of challenging — and eroding — the adversary’s 
power. In his view, the socialists should be prepared to use peaceful, al- 
beit unconstitutional methods, such as satyagralia , whenever it was polit- 
ically expedient to do so. He argued that as long as the socialists did not 
advocate the use of force as a political doctrine it was only of secondary 
importance if violence did, on occasion, erupt.’® 

Nehru sympathized with both points of view, but he accepted neither 
completely. On the one hand, he did not believe that propertied classes 
could be converted to a new set of motives and behavior simply by an 
appeal to traditional religious values. On the other, he was not prepared 
to weaken India’s fragile political unity by an outright attack on the 
propertied elements through sweeping constitutional changes, or en- 
couragement to civil disobedience as a routine response to injustice. 
Most important, he believed in the possibility of achieving the multiple 
economic, social, and political aims of Indian development through pres- 
sures generated from within the democratic system. The question con- 
fronting Nehru was whether there could be any other method of trans- 
forming the entire social structure than a direct confrontation between 
the classes. His working assumption was that, given the historical inno- 
vation of political democracy in India, it was possible to do it in the 
Gandhian way. The broad approach he followed, subject to shifting 
economic and political conditions, was an adaptation of Gandhi s two- 
pronged strategy of class conciliation and an indirect attack on the social 
foundations of exploitation. 

Nehru maintained Gandhi’s “friendly and constructive approach to- 
ward the propertied classes. Apart from the introduction of legislation to 
bring the private business sector under a more effective public regulation 
and control, and to eliminate the most exploitative aspects of the zamin- 
dari landlord system, he did not launch a fro ntal attack on thpjnstitution 

For a statement of the Sarv'odaya approach, see Vinoba Bhave, Swaraj Sastra. 

■'s See Rammanohar Lohia, Aspects of Socialist Policy, Part II, The Doctrinal Foundation oj 

Socialism (Bombay, 1952), pp. 32-73. , , k, i. r .c 

Karanjia, The Mind of Mr. Nehru: An Interview, p. 79; also see Jawaharlal Nehru, inata 

Today and Tomorrow, p. 13, 
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of private_ 2 rop_erty. He preferred an incremental approach of whittling 
away at the social supports of these groups, in the behef that ultimately 
the government would find it “relatively easy to come to terms with 

'-'Hn the a gricultiiral sector, the entire deve lopment .strategy was con- 
ceiyedasan organizational device for weakening the social pillars^ of eco- 
nomic a^ political d omihahce~~Ey tfielanded castes. The Community 
Development program was'assignecl the task of creating in the mass of 
the rural population an awareness and desire for the implementation of 
new principles of social justice based on equality and participation, which 
would find organized expression in the cooperative and panchayat in- 
stitutions. In this respect, the concept of national extension under the 
Community Development program came close to Lohia’s definition of 
constructive work as a revolutionary activity. The creation of democratic 
village institutions was expected to provide the majority of small 
farmers, tenants, and laborers with effective organizational devices for 
securing social justice through peaceful means. The new institutions, by 
mobilizing popular pressure from below, would compel the dominant 
landowning castes to concede demands for limited reform or face the 
prospect of total ruin. Speaking at the inauguration of the first Commu- 
nity Projects on October 2, 1952, Nehru visualized “the work we are 
starting today” as the beginning of a far-reaching social revolution. He 
asserted: “we are now talking in terms of a big revolution, a peaceful 
revolution, not of turmoil and the breaking of heads. It is in this manner 
that we shall transform our country. Peacefully, we shall remove the 
evils of our country and promote a better order.”®' 

Even though Nehru was skeptical about the capacity of rural elites to 
be inspired by cooperative ideals, he nevertheless counted on a strong re- 
sponse from the peasantry. He was influenced by his memories of the 
nationalist movement when he had seen Gandhi “work miracles ... on 
Indian humanity,” raising millions of passive villagers from a “de- 
moralized, timid and hopeless mass, bullied and crushed by every domi- 
nant interest and incapable of resistance, into a people with self-respect 
and self-reliance, resisting tyranny, and capable of united action and sac- 
rifice for a larger cause. ”®^ The experience made him receptive to Gan- 
dhi’s view of the average villager as a person with unique moral qualities, 
and to the belief that a dedicated leadership could regenerate the “elemen- 
tal force” Gandhi had drawn out of the Indian people.®® 

Although Nehru was scrupulous in denying any comparison between 
the dimensions of Gandhi’s greatness and his own, still the peasant 

Karanjia, The Mind of Mr. Nehru, p. 79. 

Jawaharlal Nehni on Communily Development, p. 22. 

Jawaharlal Nehru, Nehru on Gandhi, x, 26. 

Jatvaharlal Nehru on Community Development, pp. 17-18. 
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masses seemed to respond to him with almost the same intensity. He 
knew that the huge crowds coming out to greet him were divided by 
myriad communal and caste loyalties, yet he experienced a mystical 
communion with the people as a whole. Like other socialist intellectuals, 
he tended to perceive the peasantry in objective terms as a homogenous 

mass. Their divisions appeared to him based on ignorance about their 
own common interests. He was therefore inchned to assume that with 
proper education this false consciousness would pass. Nehru charac- 
terized his own approach as a mass approach,” one that was aimed at 
changing the “thinking of the masses and produc[ing] the correct mass 
reaaion to any event ... to making the people at large social-minded.”®'* 
A good part of his hope for a democratic and peaceful solution to social 
change rested on this assumption that the peasantry could be made to 
understand their common interest and strength in transcending parochial 
divisions to cooperate for economic reform. Apart from his own con- 
stant efforts, through talks and speeches across the country to educate the 
population, he clearly assigned primary importance to the impaa of in- 
stitutional change at the village level. He argued, “once the people are 
given a proper democratic base or moorings, it should be difficult for the 
mass of the people to be diverted or reversed. The pace of progress could 
be slowed down or accelerated, of course, but I don’t think it would be 
possible to take a whole people backwards. I cannot think that possible at 
all.”®® 

The keystone of Nehru’s faith in the efficacy of the new institutions 
was his belief that they would gradually generate a popular leadership 
drawn predominately from among the poorer sections of the peasantry 
with a capacity to organize the majority for a disciplined drive for social 
reform. At least for the time being, Nehru believed that the pohtical 
parties — including the Congress party — had little role to play in provid- 
ing direction to this process. He asserted, “I am not for a moment think- 
ing about a party like the Congress or any other party sending people to 
push them on or to organize them. But the real cadres are being built at 
the village level all the time. They are not party cadres in that sense; they 
are village level workers, agriculturists, peasants.”®® 

Political parties, in fact, were explicitly enjoined not to endorse candi- 
dates in the local contests for panchayat elections. Party competition in 
village contests would only retard social change, by encouraging candi- 
dates to mobilize popular support on the basis of existing cleavages or- 
ganized around the boundaries of caste and faction. It was only after the 
new institutions took root, and the peasantry achieved higher levels of 
political consciousness along with the rudiments of economic and social 
services that weakened the links of dependence binding them to the dom- 

Karanjia, The Mind of Mr. Nehni, p. 62. 

85 Ibid.,p. 67. 


85 Ibid., p. 72. 
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inant landed castes, that prospects for genuine democracy would emerge. 
At this point, the village level leaders, the “real cadres,” could lead a 
movement for effective reform within the democratic system by using 
their bargaining advantage as spokesmen for a cohesive majority to strike 
the most advantageous alliances with national pohtical parties. The Con- 
gress party did not have to lead the movement for social change. Under 
the system of local democracy, the broad mass of the people would carry 
the party forward. If it refused to follow the popular lead, it would have 
to risk being swept away. 

It was against these key premises that Nehru could claim that the ad- 
vent of political democracy offered a realistic hope of achieving a nonvio- 
lent social revolution. It is also against the background of these assump- 
tions that Nehru’s preoccupation with avoiding premature polarization 
around sensitive issues of economic reform and his determination to 
maintain the Congress party as a unifying force at the national level, even 
at the cost of short-term concessions to the propertied classes, become 
most convincing. 

Yet, from the outset, there was an unavoidable tension between the ' 
social and economic goals of planning. In the absence of a dedicated party 
cadre at the grass-roots level, an active campaign to educate public opin- 
ion and organize peoples’ institutions fell mainly on the officers of the 
various development departments. But in the last analysis, the local de- 
velopment officers were themselves drawn mainly from the village popu- 
lation, and responsible to superiors in the administrative services and the 
ministries of state governments, many of whom had very little genuine 
enthusiasm for the tasks of social education. For all practical purposes, 
the prospects of carrying through the nonviolent social revolution rested 
on the long-term effects of the spread of education in creating a self- 
aware peasantry, and in the aaual experience acquired by villagers over 
time of their strength in numbers under a system of village democracy. 

From Gandhi’s point of view, prolonged delays in social reconstruc- 
tion would not have been undesirable. After all, he wanted to give the 
propertied classes as much time as possible to adjust to relative changes in 
the distribution of local power. He was not preoccupied, moreover, with 
achieving an accelerated rate of economic growth. But by 1954, the 
Planning Commission was already involved in formulating a design for 
rapid industriaHzation under the Second Plan. Very great increases in ag- 
ricultural production were considered essential to a large-scale effort in 
industry. At the same time, the agricultural development strategy de- 
pended almost entirely on involvement of millions of small farmers in 
labor-intensive production programs and community action projects. 
The incentive for such popular participation was progress toward agrar- 
iaiy;eform. 

/The planners were therefore faced with a potential contradiction be- 
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tween the political and economic dimensions of the development ap- 
proach. On the one hand, they were committed to a gradual process of 
peaceful reform of the traditional social order. On the other, they recog- 
nized the immediate necessity of increasing production — ^but this could 
only be done through institutions that were expeaed to reach their full 
potential as instruments of rural resource mobiUzation after the pro- 
longed process of agrarian reorganization was completed. 



FOUR 


The Contradiction of Rapid 
Industrialization and 
Gradual Agrarian Reform 


After 1955, the Planning Commission became an extension of the prime 
minister’s authority in the area of economic policy. Its status and powers 
dramatically increased. The demarcation originally envisaged between 
the advisory functions of the Planning Commission and the decision- 
making responsibilities of the central government grew blurred. A com- 
bination of political influence, superior expertise, and control over 
formulas for central financial assistance to the states ensured that the eco- 
nomic and social priorities set down by the Planning Commission were 
adopted in the state Plans. 

Nehru’s unique position in the government and the Congress party 
was central to this transformation. As prime minister, he often requested 
Cabinet approval for recommendations he had already endorsed as 
chairman of the Planning Commission. In most cases, none of his col- 
leagues had sufficient prestige or popular standing to challenge his advice 
effectively. The same situation prevailed in the Working Committee and 
the AICC. Congress party leaders who complained bitterly in private 
about the prime minister’s “doctrinaire” socialist views were among his 
most vocal supporters at the open annual sessions of the party. Even 
when the National Development Council (NDC) was created in 1952 
specifically for the purpose of giving the chief ministers of the states an 
opportunity to review and recommend social and economic policies and 
targets for the National Plan, Nehru’s voice as chairman of the NDC was 
ultimately decisive on questions of national policy. 

In addition, Nehru established close links between the Planning 
Commission and the central government, investing the members of the 
commission with prestige similar to that enjoyed by Cabinet ministers. 
From the beginning, the Planning Commission and the central govern- 
ment shared key officials. The Cabinet secretary functioned as secretary 
to the Planning Commission. The finance ministry’s chief economic ad- 
visor doubled as economic advisor to the commission. The statistical ad- 
visor to the Cabinet was considered a de facto member of the Planning 
Commission. 

The practice of appointing Cabinet ministers as members of the com- 
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mission also added to its prestige. Starting in 1950, the finance minister 
was routinely included; in 1956, he was joined by the minister of defense 
Either the deputy chairman or a member of the Planning Commission 
was given full Cabinet rank as minister of planning. Finally, the prestige 
of the commission was vitally enhanced by the personal role Nehru 
played m its work. It was his practice to meet the full commission once 
or twice a month, and to attend aU meetings at which major pohcy issues 
were discussed. As the Second Plan began to take definite shape, he ako 
read, annotated, and rewrote key sections of the final draft. 

From 1955 to 1964, Nehru’s pivotal position permitted a handful of 
men to determine national economic and social pohcy and methods of 
development. During this period, the number of full-time members of 
the Planning Commission, including the deputy chairman, rarely ex- 
ceeded five. A few part-time members brought the full complement of 
personnel up to nine or ten. Altogether, no more than tiventy persons 
served on the Planning Commission between 1955 and 1964,^ aU under 
appointments of open-ended tenure. Those having the longest associa- 
tion with the commission, and also the greatest influence on pohc)% had 
no formal economic training. V. T. Krishnamachari, deputy chairman 
from 1953 until mid-1960, was a lawyer and ICS officer, whose posts be- 
fore Independence included high administrative appointments in the 
government of Madras, and seventeen years as dewan ofBaroda, during 
which he initiated a widely admired program of port and industrial de- 
velopment. By contrast, Gulzarilal Nanda, deputy chairman from 1950 
to 1953, from 1960 to 1963, and a member and minister of planning from 
1953 to 1960, had been a lifelong Congress worker, first joining the 
non cooperation movement in 1921, and subsequently devoting his ener- 
gies to trade-union organization. Professor P. C. Mahalanobis, the Cabi- 
net’s statistical advisor from 1955 to 1958, member of the Planning 
Commission from 1959, and leading architect of the development strat- 
egy of the Second Plan, was a physicist whose special talent for statistics 
had by 1931 elevated him to honorary director of the Indian Statistical 
Institute. Tarlok Singh, additional secretary from 1950 to 1962, member 
from 1 962 to 1966, and a senior advisor on rural policy% with a major role 
in drafting Plan documents, was an ICS officer who attracted national 
attention after publication in 1945 oiPoverty and Social Change. The book 
drew on observations of peasant life in the Punjab to recommend the 
reorganization of the rural economy around joint village management as 
the only solution to the poverty of the small farmer. 

The common thread in Nehru’s appointments to the Planning Com- 

1 A chart showing the personnel of the Planning Commission from 1950 to 1964 and the 
period of each member's appointment is presented in A. H. Hanson, Vie Process oj an- 
iiiitg, p. 54. 
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mission was the political orientation of the members. The men who 
served on the commission were firmly committed, or at least sympa- 
thetic, to the blend of sociahst goals and Gandhian methods that pro- 
vided the intellectual framework for the approach to planned change. All 
of them considered the process of development in broader terms than 
economic growth, to include priorities for transformation of the social 
order and the establishment of an egalitarian and socialist pattern of 
modem society. 

As preparations for the Second Plan got underway, the commission 
commanded a number of advantages in imposing these priorities on the 
states. One was its own superior expertise. The states’ facilities for the 
collection of data and economic planning were extremely rudimentary'. 
State departments of statistics were severely hampered in undertaking 
independent studies by small research staffs and poorly trained person- 
nel. Newly created state departments of planning or interdepartmental 
planning committees lacked the data and technical expertise to combine 
departmental proposals into coherent designs for development. Draft 
outlines produced by each state for the Second Plan were usually little 
more than a compendium of projeas advanced by each department.^ 

By contrast, during the early 1950s the Planning Commission built up 
an elaborate secretariat, headed by senior government officials and ex- 
perts, staffed by a full complement of researchers and statisticians, and 
organized into general and subject divisions, to provide the members 
with the best available information on every' aspect of the economy. Dur- 
ing the first stages of work on the Second Plan, the commission also had 
the benefit of special studies on each sector of the economy carried out by 
working groups composed of its own experts and those of the central 
ministries; and of recommendations by its own panel of economists on 
broad questions of social and economic policy. On the basis of this in- 
formation, the commission made its comprehensive recommendations 
on investment magnitudes, seaoral balances, targets, and economic and 
social policy for the Second Plan, first in a brief memorandum, and then 
in the more extended Draft Outline. Only at this advanced stage in the 
planning process were the chief ministers of the states invited to New 
Delhi for discussions with the Planning Commission and representatives 
of the central ministries, and given an opportunity to justify the propos- 
als in the state plans against national priorities.^ 

Apart from superior expertise, the planners enjoyed another major ad- 
vantage in the discussions with the chief ministers. This was the states’ 
heavy reliance upon the central government for financial assistance in 

^ For a detailed discussion of planning in the states, see ibid., pp. 75-88. 

^ The planning process at the Center is described in detail in India, Planning Commis- 
sion, The Planning Process (New Delhi, 1963). Also, see Hanson, The Process of Planning , pp. 
50-75. 
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meeting plan outlay. Under the constitution, the states were assured of 
receiving the proceeds from only minor Union taxes (such as lewes on 
nonagricultural property, railway freights and fares, stamp duties, news- 
paper and advertisement taxes). They were guaranteed a percentage of 
the returns from Union income and excise taxes, but on the basis of a 
formula set down by a quinquiennial Finance Commission. Some states 
also benefitted from central grants-in-aid authorized under Article 275 of 
the constitution specifically for “such States as Parliament may deter- 
mine to be in need.” The Union government, by contrast, enjoyed very 
jjroad discretionary power in allocating central assistance to grants-in-aid 
“for any public purpose notwithstanding that the purpose is not one with 
respect to which Parliament or the Legislature of the States as the case 
may be, may make laws.” This financial leverage was increased by the 
constitutional authority conferred on the Center of making loans to the 
states. 

The Planning Commission attempted to exploit these financial levers 
in a number of ways. Prior to the beginning of plan discussions, only a 
preliminary estimate of the Center’s total contribution to the Plans of all 
states was made known. No ceiling on central assistance to individual 
states was announced. The actual amount ultimately assigned to each 
state became a matter of negotiation, some states getting more, others 
less, in all cases, the total amount of central assistance sanctioned for any 
state Plan was made contingent on commitments by the state govern- 
ment to raise a fixed quantum of resources, partly through additional 
taxation. Once fixed, moreover, the central assistance available to each 
state was disbursed in grant and loan components as “tied” aid, that is, 
for specified heads of development or projects, and according to sche- 
matic patterns of assistance for different plan programs. The earmarking 
of specific proportions of central assistance for various heads of devel- 
opment automatically influenced seaoral allocations of state Plans. The 
practice of establishing different proportions of grant and loan assistance 
for particular projects influenced the content of development activities 
within each sector. In some cases, the Center also specified that central 
grants had to be matched in a fixed proportion by contributions from the 
states. In addition, the Center advanced loans to the states on the basis of 
proposals for the completion of particular projects. Finally, the Center 
sometimes decided to meet the full expenditure of “centrally sponsored 
schemes” which were included in the central Plan, albeit administered by 
state agencies, and for which detailed patterns of construction and staff- 
ing were set down by the central government. All these advantages en- 
sured that the Planning Commission encountered little open resistance in 
extracting the state leaderships’ commitment to the objective of socialism 
as the guiding principle for development planning. 

The new principles and direaions of social and economic policy were 
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settled by late 1954. In a landmark speech to the National Development 
Council on November 9, Nehru took the initiative in placing the broad 
questions of economic approach and social policy before the chief minis- 
ters of the states. Emphasizing that “we have to be clear about the broad 
picture we are aiming at,” he asserted: “The picture I have in mind is 
definitely and absolutely a socialistic picture of society. I am not using 
the word in a dogmatic sense at all. I mean largely that the means of pro- 
duction should be socially owned and controlled for the benefit of society 
as a whole. There is plenty of room for private enterprise provided the 
main aim is kept clear. 

Two other basic principles of planning were established in the same 
speech. First, the problem of India’s poverty could not be solved by the 
gradual expansion of consumer goods industries based mainly on im- 
ported machinery. Rather, it was necessary to follow an import substitu- 
tion strategy aimed at a fundamental transformation of the economy to 
strengthen the domestic capacity for capital formation. Metals, power, 
and heavy machinery — “the basic things” — had to be produced in India. 
Second, as far as possible, rising consumer demands should be satisfied 
by an expansion of village and small-scale industries, both to maximize 
additional employment opportunities and create the foundations of a 
diversified and decentralized economy in the rural sector. 

As a result of Nehru’s initiative, the problem of formulating an eco- 
nomic development strategy was subsequently considered from a dual 
perspeaive. It was agreed that over the period of ten or fifteen years, 
India should advance toward a sociahst economy in which the public sec- 
tor’s share of investment and output in organized industries (especially 
basic and heavy industries in the capital goods sector) was significantly 
increased relative to that of the private sector; and during this same peri- 
od, the foundations of a self-rehant industrial economy should be created 
and the problem of unemployment solved. 

Both the government and the Congress party endorsed these objec- 
tives. In December 1954, the Lok Sabha affirmed that “the objective of 
our economic policy should be a socialistic pattern of society; and toward 
this end the tempo of economic activity in general and industrial devel- 
opment in particular should be stepped up to the maximum extent possi- 
ble.”^ In January 1955, Nehru personally moved the resolution at the 
Avadi session of Congress, which finally committed the party as a whole 
to the principle that “planning should take place with a view to the estab- 
lishment of a sociahstic pattern of society where the principle means of 
production are under social ownership or control.”^ 

Jawaharlal Nehru, Planning and Development , “Speech Delivered to the National Devel- 
opment Council,” November 9, 1954, pp. 15-16. 

^ Lok Sabha Debates, Second Series, ix, 3692. 

* Indian National Congress, Congress Bulletin , January 1955. 
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The prime minister, and the members of the Planning Commission 
were all aware that the new emphasis on rapid industriaHzation and ex- 
pansion of the public sector had far-reaching implications for plan 
policies in agriculture. Large investment outlays on basic and heavy in- 
dustries were bound to raise demands for foodgrains and raw materials. 
In particular, substantial increases in agricultural production were neces- 
sary to avoid shortages of foodgrains and essential commodities that 
would trigger inflationary price rises and distort the entire cost structure 
of plan projects. Otherwise, there would be pressure to cut down the in- 
dustrial program in the face of inflated costs and the need to divert scarce 
foreign exchange from industrial imports to the purchase of foodgrains 
from abroad. Beyond that, there was the whole question of building up 
agricultural surpluses from which to finance industrial growth, and of 
expanding the internal market for the products of industry by generating 
higher consumer demands from an expanding rural economy. Nehru 
himself constantly reiterated that the entire program of industrial devel- 
opment depended on achieving adequate increases in agricultural produc- 
tivity, which he called the “keystone of our planning.”’ 

The difficulty was that the large industrial programs preempted the 
lion’s share of available resources for investment on costly modem 
technologies. There was no possibility of increasing agricultural output 
by providing tens of millions of small peasant households with capital- 
intensive production inputs such as mechanized irrigation, farm ma- 
chinery, or even chemical fertiHzer. Instead, agricultural productivity 
had to be increased by more efficient use of available land and labor re- 
sources within the rural sector. 

The ramifications of the large industrial programs went beyond the 
immediate problem — raising agricultural output with the actual re- 
sources at hand — to affect the feasibility of the long-term strategy for 
gradual social transformation in the rural sector. The decision to speed 
up the process of development and to put an end to unemployment “in 
about ten years”® meant that basic changes in the agrarian pattern to 
bring about a cooperative economy similarly could “not be slow. ® 
Nehru was convinced that the Community Development Program could 
only succeed in raising food production through mobilization of local 

’’ Fortnightly Letters to the Chief Ministers, 1948-63, dated May 5, 1957, unpublished. 

® This was Nehru’s estimate in a letter to the chief ministers dated December 24, 1954. 
He asserted, “We have practically committed ourselves to rapid industrial development and 
to put an end to unemployment in about ten years time.” Ibid. 

® Nehru wrote to the chief ministers on August 12, 1956, that “I am convinced it is essen- 
tial for us to have cooperative farming . . . the prindple and essential elements of practice 
have to be accepted and acted upon. It has also to be remembered that, in the world of 
today, the pace is fast. Those who lag behind get left to fend for themselves in a won 
against them. These changes to bring about cooperative farming cannot be slow.” Ibid. 
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manpower and resources if one and two-acre farmers became owners of 
the land, and supported by the services of village multipurpose coopera- 
tive societies, combined together with other small peasants in joint farm 
operations. Indeed, he beheved that cooperative farming was “essential 
from the economic and social point of view” once the decision had been 
made to rejea both a capitalist agrarian pattern and collective farms. He 
reasoned that 

it is true from the economic point of view, a large farm will . . . also 
be ver}' productive. But once we give up these large farms and 
have relatively small holdings, or farms, it becomes inevitable for 
cooperation between a number of small farmers. This is the eco- 
nomic aspect. From the social point of view, cooperative farming is 
equally necessary. ... In the world today, there is an inevitable 
tendency' for ever^'thing to be done on a larger and more centralized 
scale. ... It has many advantages, more especially if these large- 
scale operations are controlled by a few private individuals . . . de- 
centralization by itself is not likely to succeed unless we bring to it 
the advantages of large-scale cooperative working through co- 
operative processes. The alternative is State ownership . . . we 
have no other choice but cooperative farming. The real alternative 
is colleaive farms owned by the State which most Communist 
countries have.^° 

Apart from its potential for increasing agricultural productivity with 
minimum new capital investment, basic agrarian reorganization prom- 
ised to solve the problems of building up linkages between the modem 
industrial sector and the vast rural hinterland, setting in motion the 
dynamic process of overall increases of income, consumption, employ- 
ment, and production at the core of self-sustaining economic growth. 
According to Nehm, 

the whole policy of land reform, apart from removing the burden 
on the aaual tiller, was to spread the income from land more evenly 
among the peasantry and thus give them more purchasing power. In 
this way, the internal market would expand and the productive 
forces of the country would grow. We cannot go on increasing our 
production unless we increase our consumption. . . . We cannot in- 
crease our consumption unless there is the wherewithal to buy 
among large numbers of people. . . . Once this wheel of greater pur- 
chasing power got going, there is no limit to it. This applies, of 
course, not only to land but even more to industry. It applies espe- 
cially to small industries which should produce many of the articles 
needed in the villages. 

Ibid. ” Ibid . , letter dated August 5, 1954. 
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Cooperatives had still other advantages. They provided an organiza- 
tional infrastructure that was particularly suitable for the mobilization of 
agricultural surpluses through compulsory state trading and price con- 
trols. As the planners observed, the problem was not merely one of find- 
ing resources to finance a bigger Plan, but also of “mobilizing more ef- 
fectively the surpluses which became available with the producers.”’^ 
This problem was compounded by building the agricultural develop- 
ment program on tens of millions of subsistence cultivators who were 
generally not responsive to market conditions, but, on the contrails re- 
sponded to higher prices by selling less of their output to increase con- 
sumption.^^ Unless the government could locate and coUea agricultural 
surpluses, they could not insure the rational disposition of av'ailable 
supplies. Artificial shortages and uneven distribution could wreak as 
much havoc with the price structure as absolute scarcities of foodgrains 
and essential commodities. 

The economic rationale for speedy reorganization of the agrarian sec- 
tor in the context of the large industrial programs projected for the Sec- 
ond Plan were highly persuasive. Such an approach, as the planners were 
keenly aware, appeared to be bringing major gains in neighboring 
China. The difference was that in India these changes had to be carried 
out without authoritarian methods, and in “a peaceful, democratic 
way.” Nehru, in fact, accepted the implicit challenge of competition 
with China’s communist methods of change. He affirmed that “the most 
exciting countries for me today [are] India and China. We differ, of 
course, in our political and economic structures, yet the problems we 
face are essentially the same. The future will show which country and 
which structure of Government yields greater results in every way.”^** 

But neither Nehru nor the other members of the Planning Commis- 
sion squarely faced the emerging contradiaion between the requirements 
of the industrialization strategy and those of peaceful social and political 
development. As originally envisaged, the strategy of nonviolent social 
transformation assumed a long period of transition, during which the 
impact of education and popular suffrage could create a well-informed 
and united peasantry capable of generating its own leadership at the local 
level to organize collective pressures for agrarian reform through the 


Tile First Five Year Plan, p, 176. 

Preliminary studies indicated that almost one-half of the produce marketed was sold 
by 75 percent of cultivators with holdings of less than ten acres, and that such supplies rej>- 
resented mainly “distress” food sales, that is, not true commercial surpluses responsive to 
market conditions. See Dharm Narain, Distribution of the Marketed Surplus of Agriailtural 
Produce by Size-Level of Holding in India, 1950-51 (Delhi, 1961). For a discussion of the dis- 
tinaion between commercial surpluses and distress surpluses, see Gorakh Nath Sinha, An 
Introduction to Food Economia (Allahabad, 1956). 

i'’ Fortnightly Letters to the Chief Ministers, 1948-63, letter dated November 15, 1954. 
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new village institutions. But on the eve of the Second Plan, the vast 
majority of the rural population were still outside the organized eco- 
nomic or political sectors, and were splintered along traditional com- 
munal, caste, and factional lines. The decision for rapid industrialization 
and an accelerated pace of agrarian reorganization demanded that the 
process of social mobilization be speeded up. It required an infusion of 
leadership at the village level to take the initiative in the political educa- 
tion and organization of the peasantry. But the only “cadres” in place 
were the district and Block development officers and their poorly 
trained, badly underpaid, and painfully overextended “village level 
workers,” all of whom, moreover, functioned in a line of command re- 
sponsible to mostly conservative IAS officers and agriculture ministers of 
the states. It was, in addition, unrealistic to expect that the dominant 
landed castes would accept the challenge of the projected cooperative in- 
stitutions to their hegemony over agricultural credit, marketing, distribu- 
tion, and, ultimately, productive land, without offering any resistance. 

Indeed, by 1955 the link between the immediate aim of organizing 
multipurpose village cooperative and panchayat institutions on the one 
hand, and the ultimate goal of imposing restrictions on the prerogatives 
of private ownership of land on the other, became an increasingly 
explicit element in the formulation of development policy for the rural 
sector. Traditional elites quickly perceived the recommendations for new 
principles of “social” organization in the “reconstruction of the agrarian 
economy” as the entering wedge of a revolutionary shift in the distribu- 
tion of economic and political power, that they were intended to be. The 
approach to democratic social transformation was therefore trapped in a 
basic contradiction as soon as its goals were broadened to include the aim 
of rapid industrialization. 

The political strategy could only proceed through a process of gradual 
restratification of the traditional social order, which offered sufficient 
concessions on the scope and pace of change to reassure the propertied 
classes against the threat of expropriation and prevent their active oppo- 
sition to effective implementation of agrarian reforms. The economic 
approach required immediate increases in agricultural production 
through the very institutions that were expected to achieve their full po- 
tential as instruments of rural resource mobilization only after the long 
process of basic agrarian reorganization was completed. 

The planners therefore approached the Second Plan with considerable 
uncertainty about the appropriate mix between economic and pohtical 
goals of development. Nehru, particularly, was impressed with the need 
for compromise on both dimensions, even while he was apprehensive of 
the costs in terms of preserving the integrity of the basic approach. He 
reflected in retrospect. 
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in a democracy, a leader may put forward policies he considers 
right, but he has to take into account the ability of his followers to 
implement them. In a democracy, the most important thing is not 
an individual [leader’s] principles. The important thing is to build 
up the people to them. Will they accept them? A leader can have 
principles, but if only he has them, he will be isolated. Sometimes 
you have to compromise. If you compromise too much and you 
lose the principle, that is not good. If you can compromise and still 
keep the principle, that is what we try to do, but we don’t always 
know if we will succeed. 

Two preliminary outlines of the Second Plan, one prepared by Profes- 
sor Mahalanobis (“Draft Recommendations for the Formulation of the 
Second Five Year Plan”), the other by the economic divisions of the 
Planning Commission and the finance ministry (“Tentative Framework 
for the Second Five Year Plan”), were circulated for discussion in March 
1955. Both drafts were based on working papers prepared at the Indian 
Statistical Institute under Mahalanobis’ supervision, and were virtually 
identical with respect to outlay, sectoral allocations, targets, and recom- 
mendations on social and economic policy. Inasmuch as Mahalanobis 
was considered the major architect of the Plan design, his version, re- 
ferred to as the Plan Frame, monopolized public attention. 

The Plan Frame was constructed to achieve the mixture of economic 
and social goals outlined by Nehru; (1) to increase “the scope and impor- 
tance of the public sector and in this way advance to a socialist pattern of 
society”; (2) to develop heavy industries and “strengthen the foundations 
of economic independence”; (3) to increase production of consumer 
goods through an expansion of labor-intensive village and small-scale 
industries, thereby increasing employment, especially “among the 
poorer sections of the people so that a greater proportion of the increase 
in income would go to them”; (4) to eliminate unemployment after a pe- 
riod of ten years; (5) to increase agricultural productivity; and (6) to im- 
prove the quality of social services in housing, health, and education, 
“especially for the poorer sections of the population.” All of these meas- 
ures together were expected to increase national income by about 
twenty-five percent, and also “to achieve a more equitable distribution of 
income.” 

Fundamental structural changes in the economy were envisaged. 
Modern manufacturing and mining were expected to account for a much 
larger share of the gross domestic product. Within the modem sector, 
there was to be a shift away from the production of consumer items to- 

Interview, Jawaharlal Nehru, New Delhi, April 8, 1959. 

Both drafts are published in Planning Commission, Panel of Economists, Papers Relal- 
wg to the Formulation of the Second Five Year Plan. 



CONTRADICTION 


123 


ward the output of intermediate and capital goods. In the organized in- 
dustrial sector as a whole, the size of public investment was to increase 
both absolutely and relatively to that of private enterprise. These propos- 
als were combined with recommendations for transferring large invest- 
ment resources from the private sector to the state. The planners called 
for nationalization of the Imperial Bank and the life insurance industry, 
the creation of a State Trading Corporation, and revisions in the tax 
structure to increase income taxes and introduce new taxes on wealth, 
expenditure, and capital gains. 

Even so, the new approach raised formidable problems of domestic re- 
source mobilization. Both the Plan Frame and the Planning Commis- 
sion’s “Tentative Framework for the Second Plan” proposed a total ex- 
penditure in the public sector of Rs. 4,300 crores, more than twice the 
total outlay of the First Plan. Apart from deficit financing, which the 
Planning Commission considered safe only up to Rs. 1,000 to Rs. 1,200 
crores, and resources to be raised through foreign aid amounting to an 
estimated Rs. 400 crores, the remainder of the Plan had to be financed by 
the state and central governments from taxation and other forms of pub- 
lic savings. But at 1955/56 rates of taxation, only Rs. 700 crores was 
expected to be available out of current revenues for developmental ex- 
penditure. Allowing for another Rs. 1 ,000 crores in borrowing from the 
public, and Rs. 200 crores in receipts from railways, Mahalanobis and the 
planners conceded there was a gap in Plan resources of about Rs. 800 to 
Rs. 1 ,000 crores. 

Neither Mahalanobis nor the Planning Commission believed that the 
resource gap could be filled by additional taxation alone. Among other 
problems, the majority of subsistence farmers could not be reached 
through the tax system. Some other method of restricting mass con- 
sumption had to be devised. Apart from the possibilities of imposing 
compulsory savings on the public, and generating additional profits from 
state enterprises, the planners believed that the most effective means of 
regulating consumption and increasing the proportion of savings to na- 
tional income was through a system of price controls and state trading in 
foodgrains and essential consumer commodities. In the rural sector, 
members of the Panel of Economists urged, “More can be achieved 
through the price system than through orthodox tax machinery. The 
general character of the products consumed by the vast majority of the 
rural sector is fairly well known. If a network of State trading institutions 
can be built up and appropriate policies are followed ... it should be 
possible to get more from the rural areas than we are at present get- 
ting. 

’’ C. N. Vakil and P. R. Brahmananda, “Institutional Implications of a Bolder Plan,” 
ibid., pp. 422-35. 
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Another important consideration also favored state entry into the trade 
of essential commodities: the need to stabilize the general price level and 
prevent any serious distortion in the pattern of planned development. 
The planners were concerned that inflationary pressures would raise the 
costs and reduce the returns of capital projects in the public sector; and 
that sharp fluctuations in the price index would dampen the incentive for 
private investment. Inasmuch as fifty percent of national income origi- 
nated in agricultural commodities, the planners proposed that govern- 
ment should build up a buffer stock of foodgrains, and during the Second 
Plan undertake open market operations, buying when prices were low to 
establish a floor, selling when prices were high to enforce a ceiling. 

The recommendation for state trading in foodgrains raised the practi- 
cal problem of how to estabhsh effective supervision over the market 
transactions of some sixty million cultivators. It was clearly impossible 
for a state trading organization to deal individually with each farm fam- 
ily. Cooperatives offered a far more convenient organizational device. 
Instead of sixty million agriculturist families, government could deal 
with some 300,000 village societies. The First Plan had already assigned a 
key role to multipurpose service cooperatives in village community de- 
velopment, albeit primarily on grounds of their redistributive effect in 
raising the income of the majority of small farmers, while limiring the 
profits of private moneylenders and traders. But there were also impor- 
tant precedents for using cooperatives as instruments of government 
supervision and control over the disposition of agricultural sa\dngs and 
surpluses. In fact, in the early 1950s the planners had a concrete example 
before them in the pattern of agrarian reorganization then being carried 
out in China. 

India’s planners were keenly interested in China’s economic progress 
because of what they considered to be striking similarities in the experi- 
ence and problems of the two nations. Both had suffered foreign eco- 
nomic domination and imperialism. Both also shared basic problems of 
severe population pressure on the land, a large volume of unemployment 
and underemployment and low levels of productivity; and as a result of 
these factors, both faced enormous obstacles in the way of accumulating 
sufficient surpluses for rapid industrialization. Not least important, the 
two nations appeared dedicated to similar social goals, especially the 
elimination of economic disparities, and the creation of a socialist pattern 
of society. In 1951, feelings of sohdarity with China were so high that 
Nehru even acquiesced in the Chinese takeover of Tibet, signing the 
Sino-Indian Treaty, which elaborated the famous principles oipanchsheel 
(mutual respect, nonaggression, noninter\-ention, equality, and peaceful 
coexistence) as the basis of foreign relations between the two coimtries. 

Between 1952 and 1955, high-ranking officials of the Congress party. 
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Parliament, the Ministry’ of Food and Agriculture, and the Planning 
Commission visited China and consulted with their counterparts in the 
Chinese Communist party, the ministries, and the Planning Commis- 
sion. Both Nehru and Mahalanobis visited China during this period. 
Both were impressed. Mahalanobis came away convinced that “China 
provided a better model of development for India than the advanced 
western countries.”^® In his view, China had shown the way to rapid in- 
dustrialization from a subsistence agricultural base by its program for 
cooperative reorganization of the rural sector. Nehru also found “one of 
the most impressive things that is happening in China is the rapid growth 
of agricultural and industrial cooperatives.” He was sufficiently per- 
suaded of the relevance of the Chinese experience for India to recom- 
mend in late 1955 that a special study team be sent there to enquire into 
the causes of “the phenomenal growth in agricultural cooperatives.”^^ 
Earlier reports from China had indicated remarkable progress, despite 
the difficulties involved, of increasing agricultural savings and surpluses 
for investment. Among the techniques reported by Professor Ganguli, a 
member of the Panel of Economists who visited China in 1952, were the 
use of rural grain taxes and compulsory procurement of grain by gov- 
ernment at low prices. Ganguli pointed out that both of these practices 
were facilitated by the formation of multipurpose cooperatives “which 
lend or sell seeds, prescribe the methods of cultivation, determine the 
time of hareest, buy the crops, fix prices, sell salt, fertilizers and indus- 
trial produas which the farmer needs, and when funds are short, lend 
them money.” He observed, “The cooperatives are the subordinate 
agencies of the Government departments of food, taxation and trade. 
Their operations are coordinated with Government state trading agencies 
handling cloth, food and other essential products.”^® 

The striking success of the cooperative movement in China, moreover, 
offered a sharp contrast to the limited progress that had been achieved in 
India. The Reserve Bank’s all-India rural credit survey, published in 1955 
after an exhaustive study of the condition of the cooperative movement 
revealed that fewer that ten percent of all cultivating families belonged to 
one of the approximately 100,000 agricultural credit societies in the coun- 
try. The overwhelming majority of the societies were dormant or func- 
tioning in an unsatisfactory way. Fewer than twenty percent were con- 
sidered economically viable. Altogether, the cooperatives were meeting 
less than three percent of the cultivators’ total annual credit re- 
quirements. The surv’ey cited a number of reasons for this failure: the 
small size of credit cooperatives, which were organized on the principle 

Interview, P. C. Mahalanobis, Philadelphia, April 8, 1964. 

” Fortnightly Letters to the Chief Ministers, 1948-63, letter dated December 30, 1955. 

B. N. Ganguli, Economic Development in Xetv China, pp. 71-72. 
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of one village, one society; insistence on land as security for most loans; a 
low turnover of funds; inadequate supervision over recovery^; and a large 
proportion of overdue loans. 

Nevertheless, even if cooperatives had failed in the past, their vital role 
in the development strategy required that they should be made to suc- 
ceed in the future. The recommendations of the Committee of Direction 
of the rural credit sur\^ey were, in faa, designed not only to remedy the 
economic weaknesses of agricultural cooperative societies, but to refash- 
ion them so that, like their organizational counterparts in China, they 
might facilitate government regulation and control over agricultural sav- 
ings and surpluses. 

It was clear that small cultivators, with their meager resources, could 
not finance the necessary expansion of cooperative credit, marketing, 
and distribution, or compete successfully with facilities offered by pri- 
vate moneylenders and traders. The Reserve Bank, therefore, proposed 
that government should contribute to the share capital of cooperative as- 
sociations as a means of strengthening the financial structure of the 
cooperative movement. At the same time, they recommended that gov- 
ernment participation should be fifty-one percent or more of the share 
capital of rural credit, marketing, and processing societies from the pri- 
mary to the apex level. At the apex level, government partnership would 
be direct and involve state contributions to share capital, while at the dis- 
trict and primary levels such participation would ultimately derive from 
contributions by the apex society. In the case of marketing and process- 
ing societies, direa government participation in the share capital of pri- 
mary units was envisaged, as well. Moreover, in all cooperative institu- 
tions in which the government was a major shareholder, the committee 
asserted that the state should control one-third of the seats on the boards 
of direaors, and “on certain specified matters have overriding power, 
e.g., power to reverse or modify decisions on those matters or power to 
impose decisions of its own insofar as they are related to those items. 

A second major recommendation also had the double advantage of 
strengthening the economic position of the cooperative societies and en- 
hancing opportunities for state control. The Committee of Direaion 
presented a new scheme for “integrated” rural credit, under which pn- 
mary cooperative societies would advance loans to members on the basis 
of an approved production plan and repaying capacity in kind (instead of 
land or real security) on condition that borrowers agree to sell their pro- 
duce through a primary marketing cooperative affiliated to the credit so- 
ciety. Production-oriented loans would not only ensure adequate credit 

For a comprehensive analysis of the condition of the cooperative movement in the 
early 1950s see Reserve Bank of India, All-India Rural Credit Siirvey, n, 77ie Gateral Report. 

Ibid., p. 435. 
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For a comprehensive analysis of the condition of the cooperative rhovement in the 
early 1950s see Reserve Bank of India, All-India Rural Credit Survey, n, The General Report. 

Ibid., p. 435. 
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to the small farmer and help eliminate the problem of overdues, but they 
would facilitate the collection of the rural surplus and thereby make it 
possible to use the price mechanism as a lever of regulation and control 
over rural savings and consumption. The integrated scheme of rural 
credit, when combined with proposals for price controls and state trad- 
ing, promised to solve the government’s problem of acquiring sizable 
quantities offoodgrains for planned distribution in urban centers, and to 
create the conditions of an effective price stabilization policy. 

The main recommendations of the rural credit survey were approved 
by the Reserve Bank’s Standing Advisory Committee on Agricultural 
Credit in January 1955. During the same month, they were endorsed, at 
Nehru’s insistence, by the annual session of the Congress party at Avadi. 
Both the Plan Frame and the Planning Commission’s “Tentative 
Framework for the Second Plan’’ placed the proposals of the rural credit 
survey at the center of the agricultural strategy. According to the Panel 
of Economists, “the State partnered cooperative [was] generally ac- 
cepted as the most important type of organization in the future develop- 
ment of India. This was reiterated by the minister of planning, G. L. 
Nanda, who emphasized that “the development of cooperative forms of 
organization in [agriculture and small industries] and in respect of inter- 
nal trade, especially in the rural areas, should be the most important 
single objective in a program for achieving the socialistic pattern of 
society. ”2“* 

Despite the apparent consensus both in the Congress party and gov- 
ernment, the reformulation of the central role of the cooperatives as the 
pattern of economic organization in the rural sector profoundly dis- 
turbed influential elements in the local Congress party organizations. 
The explicit purpose of the new approach was distressing enough. Pro- 
posals for large-scale government participation in the purchase and sale 
of foodgrains at controlled, that is, lower-than-market prices threatened 
the profits of larger producers, and directly struck at the source of liveli- 
hood of private traders and millers who dominated the foodgrains mar- 
ket. The implicit goal was more menacing. Recommendations for reor- 
ganization of virtually all business activities in the rural sector along 
cooperative lines once again raised the specter of a general attack on pri- 
vate forms of production, through pressures for the compulsory forma- 
tion of cooperative farms — a proposal that had earlier been endorsed in 
the Report of the Congress Agrarian Reforms Committee. While the planners 
had since avoided all talk of coercion, they nevertheless did endorse pro- 

“The Second Five Year Plan, Basic Considerations Relating to the Plan Frame” in Pa- 
pers Relaling to the Fonmilation of the Second Five Year Plan, p. 1 1. 

Gulzarilal Nanda, Approach to the Second Five Year Plan: Some Basic Considerations (New 
Delhi, 1955), p. 4. 
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posals for the Second Plan aimed at “tak[ing] such essential steps as wiU 
provide sound foundations for the development of cooperative farming, 
so that over a period of 10 years or so a substantial proportion of agricul- 
tural lands are cultivated on cooperative lines. Indeed, as a result of 
the key economic role assigned to cooperatives in the strategy for re- 
source mobilization, measures for agrarian reorganization that had 
seemed to be projected over an indefinite time period in the First Plan, 
were suddenly to be implemented within a fixed timetable. Mahalanobis 
spoke of completing the fixation of ceilings on landownership and the 
redistribution of surplus land by 1958. The planners envisaged that all 
economic activities in the rural sector would be reorganized along 
cooperative lines within a period of ten or fifteen years. 

If local elites refused to be persuaded to hasten their own decline by 
acquiescing in an accelerated timetable for the implementation of land re- 
forms and the formation of cooperatives, however, the obstacles to 
agrarian reorganization were virtually insurmountable so long as the 
constitutional structure prevailed. As Mahalanobis himself recognized, 
the central government enjoyed much less leverage over events in ag- 
riculture than in industry'. Standing between the central government and 
the millions of agriculturists in the villages were state governments with 
exclusive jurisdiction for the subjects of agriculture, cooperation, pan- 
chayats, and land reforms. While central decisions concerning the “con- 
centrated” sector of large-scale industry could be implemented without 
much difficulty, “as it would involve only a small number of persons,” 
the position was entirely different in agriculture. In the rural sector, a na- 
tional policy decision “by itself would not be sufficient because the im- 
plementation would depend on securing the willing cooperation or at 
least concurrence of millions of persons in the villages. In the beginning, 
the organization of agriculture and small scale production which can be 
called the ‘diffuse’ sector would be far more difficult than establishing 
large scale industries.”^® 

The final version of the Second Plan revealed that while the planners 
had successfully resisted the business community’s demands for major 
concessions on key issues of industrial poHcy, they were unable to ignore 
the pressures applied by state party leaders for a series of compromises on 
the content and pace of agrarian reorganization. These concessions sen- 
ously undermined the rationale of the agricultural strategy and the entire 
approach to economic planning. 

Throughout the summer of 1955, the Plan Frame was the target of a 
steady barrage of criticism from the business community. The only as- 


^ TIte Second Five Year Plan, p. 201. 

P. C. Mahalanobis, Talks on Planning, p. 69. 
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pert of the approach with which the industrialists agreed was the empha- 
sis on larger investment outlays and higher allocations to basic and heavy 
industry. Otherwise, they challenged the entire framework of the plan 
documents. The Federation of Indian Chambers of Commerce and In- 
dustry'' (FICCI) charged that the planners had ignored basic economic 
criteria of efficiency in favoring the public sector as the major agency of 
industriahzation. They predicted that “unrealistically high” taxes on the 
private sector would weaken initiative; that the proposed restrictions on 
the expansion of factory production in favor of inefficient cottage and 
small-scale industries would result in an acute shortage of consumer 
goods; and that the whole structure of the Second Plan would collapse in 
the face of strong inflationary pressures and rising prices. Actually, the 
industrialists wanted nothing less than a complete reversal of roles be- 
tween the public and private sectors. FICCI argued: “the proper spheres 
of activities for the public sector in the future are the formation and main- 
tenance of social capital. In an underdeveloped country like India, the 
task of providing the basic requirements such as power, or from a long- 
term point of view, education, health, etc., and also the institutional 
framework within which private enterprise is to work is in itself suffi- 
cient for any government administration to be fully occupied with. A re- 
vision in the official approach on the subject is urgently called for.”^’ 
The government, however, did little to alter its basic policy in the in- 
dustrial field. Instead, it sought to reassure the business community 
about its own future role in the development process. The new Industrial 
Policy Resolution of April 30, 1956,^® reiterated the principle that “in- 
dustrial policy, as other policies” would be governed by the objective of 
achieving a socialist pattern of society. Accordingly, the state was to 
“progressively assume a predominant and direct responsibility for set- 
ting up new industrial undertakings and for developing transport facili- 
ties. It will also undertake State trading on an increasing scale.” At the 
same time, the private sector was to have “the opportunity to develop 
and expand.” The government then went on to classify industries into 
three categories, depending on the state’s role in the development of each 
of them. All new units in seventeen industries of “basic and strategic im- 
portance,”^^ including public utilities, were to be set up only in the pub- 

Federation of Indian Chambers of Commerce and Industry, Second Five-Year Plan: A 
Comparative Study of the Objectives and Techniques of the Tentative Plan-Frame (New Delhi, 
1955), p. 16. 

The text of the 1956 Industrial Policy Resolution is published in the Second Five Year 
Plan, pp. 43-50. 

Schedule A industries of basic and strategic importance included arms and ammuni- 
tion; atomic energy; iron and steel; heavy castings and forgings of iron and steel; heavy 
plant and machinery required for iron and steel production; mining and machine tool man- 
ufacture; heavy electrical plant; coal and lignite; mineral oils; mining and processing of 
specified ores, metals, and minerals; aircraft; air and railway transport; shipbuilding; elec- 
tricity; and public communications. 
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lie sector, although existing privately owned units were not precluded 
from expanding, or even establishing new enterprises in cooperation 
with the state, when “the national interests so require.” The future de- 
velopment of another twelve “essential ” industries^” was also to be left 
predominately to the public sector. Within this field, however, the pri- 
vate sector was to have the “opportunity to develop . . . either on its own 
or with State participation.” All remaining industries were left open to 
both the state and the private seaor. The government expeaed, how- 
ever, that “their development will be undertaken ordinarily through the 
initiative and enterprise of the private sector,” albeit subject to controls 
imposed by the 1951 Industries (Development and Regulation) Act and 
other legislation. Complaints by the private sector against government 
policies to support both cottage and village industries and small-scale in- 
dustries by restricting the volume of production in large-scale consumer 
industries, or by differential taxation and subsidies, were treated sympa- 
thetically. In the future, state policies were to rely more heavily on 
“measures designed to improve the competitive strength of the small 
scale producer,” including the organization of industrial cooperatives. 

Apart from these assurances to the business community that they 
would have ample opportunity to expand within the context of national 
economic and social priorities, the Planning Commission explicitly re- 
jected the industrialists’ view that the proper role of the state in economic 
development was the creation of social capital for the expansion of pri- 
vate enterprise. In an extended discussion of the “Approach to the Sec- 
ond Five Year Plan,” they once again asserted the overriding objective of 
establishing a socialist pattern of society, to insist that “major decisions 
regarding production, distribution, consumption and investment — in 
fact, all socio-economic relationships— must be made by agencies in- 
formed by social purpose. ” Inasmuch as the state was the principle repre- 
sentative of the community interest, the public sector “has not only to 
initiate developments which the private sector is either unwilling or un- 
able to undertake; it has to play the dominant role in shaping the entire 
pattern of investments in the economy ... it is inevitable, if development 
is to proceed at the pace envisaged and to contribute effectively to the 
attainment of the larger social ends in view that the public sector must 
grow not only absolutely but also relatively to the private seaor. 

Plan outlay and allocations conformed to this set of priorities. Total 
expenditure was estimated at Rs. 4,800 crores. New investment in the 
public sector was put at Rs. 3,800 crores, about two and one-halftimes 

Schedule B industries included nonferrous metals, machine tools, ferro-alloys and tool 
steels, basic and intermediate products required by chemical industries, essential drugs, er 
tilizers, symtheric rubber, carbonization of coal, chemical pulp, road transport, and sea 
transport. 

Second Five Year Plan, p. 22. 
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the level achieved in the First Plan. By contrast, investment in the private 
sector was expected to reach Rs. 2,400 crores, an increase of only fifty 
percent over the First Plan.^^ The main point of departure, however, was 
not simply the increase in the absolute size of public outlay: investments 
in power, transportation, and communications were in any case neces- 
sary to create the infrastructure necessary for modern industry. Rather, 
the essential difference was “the precedence that is accorded to the public 
sector in industrial and mineral development.”^^ Under the First Plan, 
private investment in organized industries had been more than twice the 
amount of public outlay. The Second Plan reversed this order, and estab- 
lished the public sector as the more important instrument of industrial- 
ization. Compared to a projected outlay of Rs. 575 crores for industries 
and mining in the private sector, new investment of Rs. 690 crores was 
allocated for large-scale industries and mining in the public sector, in- 
cluding iron and steel, coal, heavy engineering, and heavy electricals.^'* 
The relative shift in public investment priorities between the First and 
Second Plans is shown in Table 4-1. Outlays on industry and mining, as 
would be expected, showed the greatest proportional and absolute in- 
crease between the two Plans — from 7.6 percent to 18.5 percent, and Rs. 
179 crores to Rs. 890 crores, respectively. Since large investments in cap- 
ital projects would not immediately increase the supply of consumer 
goods or create substantial new job opportunities, the planners proposed 
to rely on labor-intensive village and small industries to the extent possi- 
ble in meeting consumer demands. The Second Plan provided allocations 
of Rs. 200 crores, more than six times the level in the First Plan, for the 
development of village and small industries. 

The decision in favor of rapid industrialization sharply reduced the 
proportion of total outlay allocated to agriculture and irrigation, from 
34.6 percent in the First Plan to 17.5 percent in the Second Plan. In abso- 
lute terms, total expenditure on agriculture as a whole did rise by over 25 
percent. But within this category, outlay on agricultural production pro- 
grams, that is, schemes contributing directly to increased output, ac- 
tually declined from Rs. 197 crores in the First Plan to Rs. 170 crores in 
the Second Plan. Expenditure on irrigation fell slightly in absolute terms, 
and showed a sharp relative decline in total Plan outlay, from 16.3 per- 
cent to 7.9 percent. As a result, reliance on the mobilization of local 
resources — voluntary contributions of labor and money to carry out 
labor-intensive development projects in agriculture — was even more 
pronounced. Between the two Plans, allocations to the National Exten- 
sion and Community Development projects increased by more than two 
times. 

Ibid., p. 57. 33 p_ 

3** Ibid.,p. 67. 



TABLE 4-1 


Distribution of Outlay in the First and Second 
Five Year Plans by Major Fleads of Development 


First 

Second 

Five Year Plan 

Five Year Plan 

total percent 

total percent 

provision 

provision 

{Rs. crores) 

(Rs. crores) 


Agriailtiire and 


Community Development 

357 

15.1 

568 

11.8 

A. Agriculture 

234 

10.0 

294 

6.1 

Agricultural programs 

(197) 

(8.3) 

(170) 

(3.5) 

Animal husbandr)', 
forests, fisheries and 
miscellaneous 

(37) 

(1.6) 

(124) 

(2.6) 

B. National extension 

and community projects 

90 

3.8 

200 

4.1 

C. Cooperation and 
other programs 

33 

1.4 

74 

1.6 

Cooperation 

(7) 

(0.3) 

(47) 

(1.0) 

Village panchayats 

(H) 

(0.5) 

(12) 

(0.3) 

Local development works 

(15) 

(0.6) 

(15) 

(0.3) 

Irrigation and Power 

661 

28.1 

913 

19.0 

A. Irrigation 

384 

16.3 

381 

7.9 

B. Power 

260 

11.1 

427 

8.9 

C. Flood control and 
other projects 

17 

0.7 

105 

2.2 

Industry and .Mining 

179 

7.6 

890 

18.5 

A. Large and medium 
industries 

148 

6.3 

617 

12.9 

B. Mineral development 

1 

— 

73 

1.5 

C. Village and small 
industries 

30 

1.3 

200 

4.1 

Transport and Communications 

557 

23.6 

1,385 

28.9 

A. Railways 

268 

11.4 

900 

18.8 

B. Roads 

130 

5.5 

246 

5.1 

C. Ports, shipping, civil aviation, 
posts and telegraphs, etc. 

159 

6.7 

239 

5.0 

Social Services 

533 

22.6 

945 

19.7 

A. Education 

164 

7.0 

307 

6.4 

B. Health 

140 

5.9 

274 

5.7 

C. Housing 

49 

2.1 

120 

2.5 

D. Social welfare and 
rehabilitation schemes 

180 

7.6 

244 

5.1 

.Miscellaneous 

69 

3.0 

99 

2.1 

Total 

2,356 

100.0 

4,800 

100.0 

Source; Adapted from Second Five \ 

'ear Plan. pp. 

51-52. 
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Yet, despite attempts to minimize the capital costs of increasing ag- 
ricultural produCTivity, the problem of raising adequate domestic re- 
sources had still not been solved. Even in the brief period between prepa- 
ration of the Plan Frame in March 1955 and the completion of the final 
version of the Second Plan in February 1956, estimates of the costs under 
all heads of development had climbed from a total of Rs. 4,300 crores to 
Rs. 4,800 crores. By contrast, allowing only for “minimum” increase in 
expenditure on nondevelopmental items (defense, administration, and 
maintenance of existing projeas and services), surpluses from current 
revenues were estimated at no more than Rs. 350 crores, about one-half 
the level projected a year earher. Moreover, despite the fact that receipts 
from public borrowings, the railways, provident funds, and other de- 
posits had all been revised upwards in the interim — with no specific 
justification — budgetary resources at 1956/57 levels of taxation amounted 
to no more than Rs. 1,950 crores. After taking credit for the maximum 
limit of deficit financing at Rs. 1,200 crores, and for foreign aid amount- 
ing to Rs. 800 crores, the planners were left with a resource gap of Rs. 
850 crores. Estimates of financial resources for the Second Plan are 
shown in Table 4-2. 

The Planning Commission proposed that Rs. 450 crores should be 
raised through additional taxation, the burden of which was to be evenly 
distributed between the Center and the states. The possibility of raising 
even larger resources through taxation was to be “investigated fully.” 
Nevertheless, the planners emphasized that the remaining gap of Rs. 400 


TABLE 4-2 

Sources of Finance for the Second Plan 


(Rs. crores) 

Total budgetary resources 

2,400 

Surplus from current revenues at 


1955/56 rates of ta.vation 

350 

Revenues from additional taxation 

450 

Borrowings from the public 

I,2fX) 

Market loans 

(700) 

Small savings 

(5(K)) 

Railways 

150 

Provident funds and other deposit heads 

250 

Deficit financing 

1,200 

Foreign aid 

800 

Cap 

400 

Total 

4,800 


Source: Adapted from Second Five Year Plan, pp. 77-78. 
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crores could be covered only if “other measures and techniques” were 
adopted to control public consumption. Obliquely citing the Chinese 
experience with state trading in comsumer items, the planners asserted: 

It must be recognized, of course, that taxation has its limits, and this 
means in turn that it has to be supplemented by institutional ar- 
rangements which bring directly into the public exchequer the 
surpluses which accrue from the sale of goods and services to the 
public. It it through devices of this type, that is through appropriate 
pricing policies in respect of the products of public enterprises, and 
through state trading or fiscal monopolies in selected lines that some 
of the underdeveloped countries with levels of living not much 
higher than those in India are raising the resources required for their 
developmental effort. 

State trading was simultaneously assigned a major role in stabilizing 
the domestic price level. The planners warned that in cases of acute scar- 
city or shortage of foodgrains and other essential commodities, price 
controls and rationing of necessities might become necessary to preserve 
the structure of the plan. They envisaged that during the Second Plan, 
government would build up adequate reserve stocks of foodgrains to 
undertake open market operations for the purpose of moderating sharp 
seasonal fluctuations in prices or any inflationary pressures arising from a 
large investment program. 

As in the Plan Frame, a central role was assigned to the organization of 
state-partnered cooperatives in agricultural credit, marketing, and proc- 
essing. A number of National Funds^^ were created to permit the states 
to subscribe to the share capital of apex (state) banks, central (district) 
banks, and large-size primary credit societies, as well as to the share capi- 
tal of noncredit institutions, especially marketing and processing 


Ibid., p. 91. 

The National Agricultural Credit (long-term operations) Fund, with a capitalization of 
Rs. 35 crores, was to extend loans to the states to permit them to subscribe to the share 
capital of apex (state) banks, central (district) banks, and large-size primary credit societies. 
A second fund, the National Agricultural Credit Stabilization Fund, set up by the Reserve 
Bank with a capitalization of Rs. 5 crores, was to advance medium-term loans to state 
cooperative banks (under government guarantee) for the purpose of repaying short-term 
dues to the Reserve Bank when drought or other natural calamity interfered with timely 
repayment. The newly created National Cooperative Development and Warehousing 
Board also administered two other centrally financed funds, the National Cooperative De- 
velopment Fund and the National Warehousing Fund. Loans from the National Coopera- 
tive Development Fund were to be advanced to the state governments to enable them to 
subscribe to the share capital of noncredit institutions, especially marketing and processing 
societies, and to subsidize their operating expenses. The National Warehousing Fund was 
to finance federal government contributions to share capital of a central warehousing 
poration, as well as loans to the state governments for subscriptions to the share capital o 
state warehousing corporations. 
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societies. In addition, the Second Plan provided for the establishment of a 
National Cooperative Development and Warehousing Board (composed 
of officers from the Reserve Bank, the State Bank, the Government of 
India, and nonofficial representatives of the cooperative movement) to 
act as the all-India planning, organizing, and coordinating agenc)" for 
cooperative policy in marketing, processing, and warehousing. 

Nevertheless, having created what appeared to be a national financial 
and administrative apparatus for the supervision of the cooperative sec- 
tor, the planners were unable to avoid numerous concessions on the 
scope and pace of agrarian reorganization that seriously undermined the 
utility of the cooperatives as instruments of government regulation over 
the agricultural economy. In response to objections raised by the state 
leadership, the Planning Commission declined to press the Rural Credit 
Survey’s proposals for formal state control over appointments to the 
boards of directors of cooperative banks; or official veto power over lend- 
ing policies and appointments by the cooperatives. They did reiterate the 
Rural Credit Survey’s recommendation that all members of cooperatives 
be eligible to receive loans on the basis of production plans and the capac- 
ity to repay in kind, but they retreated from the position that members 
could receive production loans only on condition that they agreed before 
hand to market their produce through the cooperative society. The Sec- 
ond Plan entirely eliminated this element of compulsion. Instead, the 
planners provided that “members of credit societies will be persuaded to 
agree in advance to market their produce through the primary marketing 
society. 

A critical concession also was made to the state leadership on the ques- 
tion of a timetable for cooperative reorganization of agriculture. Al- 
though the planners believed that agrarian reorganization — with the ex- 
ception of cooperative farming — should be completed within a period of 
ten years, the state ministers of cooperation, meeting in April 1955, ar- 
gued that even with government participation in share capital and other 
financial and managerial assistance to the cooperatives, it would not be 
possible to organize more than fifty percent of agricultural credit, mar- 
keting, and processing activities in the cooperative sector over a period of 
fifteen years. Actual targets adopted for the Second Plan implied an even 
more prolonged period of transition.^® It was estimated that only fifteen 

Second Five Year Plan, p. 226. 

The Second Plan provided that 10,400 larger-sized societies would be formed either 
through the formation of new societies or the amalgamation of existing ones. Targets for 
short-term credit, medium-term credit, and longer-term credit were put at Rs. 150 crores, 
Rs. 50 crores, and Rs. 25 crores, respectively. In addition, it was proposed to organize 
1,800 primary marketing societies, 35 cooperative sugar factories, 48 cooperative cotton 
gins, and 118 other cooperative processing societies. There was also to be construction of 
350 warehouses of central and state corporations, 1,500 godowns of marketing societies, 
and 4,000 godowns of larger-sized societies. Ibid., p. 227. 
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million agriculturalist families — about one-fourth of the total— would be 
covered by agricultural cooperatives at the end of the Plan. Little more 
than ten percent of the total requirement for agricultural credit would be 
met. Marketing cooperatives were expeaed to be able to handle only ten 
percent of the marketable surplus. Finally, although the planners be- 
lieved that a buffer stock of five million tons of foodgrains was the 
minimum size necessary to have any impact on the domestic price level, 
less than two million tons of storage capacity was actually proposed to be 
constructed by the Central and State Warehousing Corporations during 
the Second Plan. About the only proposal that survived intact in the tran- 
sition from the Rural Credit Survey report to the Second Plan was the 
recommendation to establish large-size cooperatives in the interests of 
economic efficiency. The Planning Commission provided that primary 
credit and multipurpose service societies should include a number of vil- 
lages in order to achieve an average membership of five hundred families, 
a minimum share capital ofRs. 15,000, and an annual turnover of Rs. 1.5 
lakhs. Existing small societies were to be reorganized according to this 
pattern. Yet, even this proposal represented a setback for the commis- 
sion, which reluaantly sacrificed its preference for the village as the basic 
unit of cooperative organization — a part of its policy for the gradual tran- 
sition toward joint village management. 

Other concessions on the pace of land reforms were hardly less serious 
in weakening the “keystone” of the economic approach for increasing 
agricultural production through the mobilization of local manpower and 
resources. Land reform was essential to large-scale mobilization of idle 
manpower in two ways: to supply the social incentives needed for 
motivating voluntary labor; and to pave the way for a more rational pat- 
tern of land utilization, allowing the release of large numbers of under- 
employed farmers and agricultural workers for full-time construction 
work on capital projects. Although the Second Plan reiterated proposals 
for tenancy reforms and ceilings on landownership, the planners were 
unable to extract any firm commitment from the states on a time 
schedule for completing legislation. Moreover, while the Planning 
Commission believed that a substantial proportion of the land should be 
cultivated under cooperatives within ten years, they could not achieve 
any agreement with the state governments on targets for the formation 
of cooperative farms. This question had to be left open for determination 
during the first year of the Plan. 

The result was that the Second Plan was allowed to begin with a glar- 
ing discrepancy between estimated requirements for agricultural produc- 
tion during the Plan period, and the actual targets adopted. On the basis 
of a number of considerations, including an estimated population growth 
rate of 1 .2 percent per annum, increases in the urban population, the need 
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to improve standards of per capita consumption, the necessity of contain- 
ing inflationary pressures, and an anticipated increase in demand arising 
from higher purchasing power and redistribution of income, the plan- 
ners concluded that the requirement for foodgrains production would 
double over a ten-year period. Yet, by the Planning Commission’s own 
calculations, direct investment outlay on agricultural production pro- 
grams was sufficient only to increase total production by 15 percent, 
from 65 million tons in 1955/56 to 75 million tons in 1960/61 The final 
version of the Second Plan endorsed the goal of “a doubling within a pe- 
riod of ten years of agricultural production, including food crops,”'*” at 
the same time that it accepted a target for the increase of foodgrains pro- 
duction for the five-year period, 1956-1961, of 15 percent. At the root of 
this contradiction was the ongoing political struggle between the plan- 
ners and the state leadership on the pace of agrarian reform. 

The Planning Commission believed that “appreciably higher targets of 
agricultural production”'** could be achieved within the investment out- 
lay provided. In 1955, while the Second Plan was still in the early stages 
of preparation, V. T. Krishnamachari, then deputy chairman of the Plan- 
ning Commission, had urged the states to accept a target of forty percent 
increase in foodgrains production over the five-year period, 1956-1961. 
The planners argued that more extensive mobilization of local labor and 
resources through the Community Development and National Exten- 
sion programs could substantially increase the scope for raising produc- 
tivity within existing levels of investment. Although the states refused to 
be persuaded, the planners continued to insist that “by harnessing volun- 
tary effort and local manpower resources physical targets in the plan can 
be supplemented in many fields and even greatly exceeded.” The Second 
Plan suggested that the National Extension Service could “organize the 
systematic use of manpower resources in a number of ways, for instance, 
in constructing local works such as village roads, fuel plantations, tanks, 
water supply and drainage, and maintaining existing minor irrigation 
works. Where a large work is undertaken, such as an irrigation project, 
the national extension and community project personnel, should take the 
initiative, with the support of nonofficial leaders, in organizing labor 
cooperatives of villages interested in work on the canal system and con- 
nected activities.”"*^ 

Even before the publication of the Second Plan, moreover, there was 
mounting concern that the low agricultural target would create serious 
inflationary pressures. As early as October 1955, prices of all cereals 


” Ibid., p. 268. 
"" Ibid. 


Ibid., p. 62. 
«/6id.,p. 141. 
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showed a steady rise. Even the favorable harvest of 1956/57 did not 
stimulate a decline in prices as was expected. 

By the spring of 1956, the Planning Commission renewed its cam- 
paign to get the agricultural targets revised upwards. Nehru reminded 
the chief ministers that despite the emphasis on heavy industry in the 
Second Plan, “the fact remains that agriculture is the solid foundation on 
which we have to build. It is from agriculture and from the increasing 
produaion on the land that we can build up our surpluses for future 
growth.” He drew a pointed contrast between the planned rate of prog- 
ress in India and in China; “Our original estimate [in India] was for a 
fifteen percent increase in agricultural produrtion during the Second 
Plan. This manifestly is too little. The Chinese estimate is between 35 
and 40 percent in five years and they start with a higher yield per acre. 
There is absolutely no reason why, if we are serious enough and work 
hard, we cannot equal the Chinese rate of progress in this matter. Our 
Food and Agriculture Ministry is giving fresh thought to this question 
and I have no doubt that they will put forward fresh targets well in ad- 
vance of the old ones.”"^^ 

Within three months after the beginning of the Second Plan, the plan- 
ners scored their first success. The AICC took the unusual step of adopt- 
ing a “Resolution on the Second Plan” that suggested that the “targets 
laid down in the Plan for agricultural production are capable of being and 
should be considerably raised.”'*'’ Shortly after, at the meeting of the Na- 
tional Development Council, V. T. Krishnamachari “raised a hornets 
nest”'*^ by circulating a note in which he reiterated the view that there 
could be an increase of 40 percent in agricultural production during the 
Second Plan without any increase in investment outlay, simply by more 
efficient use of labor-intensive techniques. Krishnamachari’s position, 
however, met with vigorous objection from the Union food and agricul- 
ture minister, A. P. Jain, who insisted that within the existing allocation, 
the maximum possible increase was little over 15 percent. A conference 
of state food ministers convened by Jain in late June 1956 upheld his posi- 
tion, and suggested that foodgrains production could be boosted to 80 
million tons — an increase of about 28 percent over 1955/56 levels but 
only with an additional outlay of about Rs. 120 crores. 

The Planning Commission, nevertheless, remained unpersuaded that 
any additions to financial outlay were needed to increase agricultural 
production beyond Plan targets. They were, moreover, once again con- 
firmed in their views by reports from China of very large increases in 

Fortnightly Letters to the Chief Ministers, 1948-63, letter dated May 10, 1956. 

AICC, Congress Bulletin, May-June 1958, p. 191. 

Flindustan Ti/»«,July 13, 1956. 
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agricultural output as a result of agrarian reorganization and mobilization 
of idle manpower. 

As early as 1954, accounts from China had indicated that a new 
movement was underway to reorganize all agricultural land into primary 
cooperative farms and collective farms. Members from the Indian Trade 
Union Delegation visiting Peking for the May Day celebrations in 1955 
reported there were 60,000 producers’ cooperatives in China, covering 
15 million out of a total of 116 million cultivators. Six months later, in 
December 1955, Professor Chen Han Seng, accompanying Madame Sun 
Yat Sen on a visit to India, told the Planning Commission that the over- 
whelming majority of Chinese cultivators had joined cooperative or col- 
lective farms, and as a result of more efficient utilization of manpower 
and bullocks, China would be able to increase agricultural production 35 
to 40 percent over the next five years. 

In June 1956, at the height of its campaign to commit the states to 
higher targets of agricultural production, the Planning Commission an- 
nounced it was sending a Delegation on Agrarian Cooperatives (referred 
to as the Patil Committee) to China “to study in greater detail the 
methods adopted ... for development of agrarian cooperatives.”'*® Very 
soon afterward, the Union Ministry of Food and Agriculture announced 
the appointment of its own Delegation to China on Agricultural Plan- 
ning and Techniques, also to study “the scheme and programs which the 
Chinese authorities are adopting for increasing the productivity of their 
agriculture.”'” The ministry explained its decision by referring to the 
“strong feeling” that targets for agricultural development under the Sec- 
ond Plan were inadequate, and reports from China of much higher rates 
of growth. 

The Patil Committee and the delegation appointed by the food minis- 
try reached China at about the same time. The Patil Committee arrived 

Planning Commission, Report of the Indian Delegation to China on Agrarian Cooperatives , 
p. 1. The seven-member delegation was composed mainly of workers in the cooperative 
movement and politicians and administrators known to favor the cooperative pattern. 
They included R. K. Patil, a Gandhian constructive worker and leader of the cooperative 
movement in Gujerat, leader; D. K. Barooah and H. V. Tripathi, M.P.s; K. D. Malaviya, 
secretary. Economic and Political Research Department, AlCC; B. J. Patel, honorary secre- 
tary, All-India Cooperative Union; F. N. Rana, IAS registrar, cooperative societies, Bom- 
bay State; and M. P. Bhargava, cooperation advisor. Ministry of Food and Agriculture, 
member-secretary. 

Ministry of Food and Agriculture, Report of the Indian Delegation to China on Agriniltnrc 
Planning and Techniques , p. 1. The food ministry'’s delegation was more of an “e.xpert" 
group. The membership included M. V. Krishnappa, deputy minister of food and agricul- 
ture, Ministry of Food and Agriculture; P. N. Thapar, secretary. Ministry of Food and Ag- 
riculture; Tarlok Singh, joint secretary. Planning Commission; Dr. R. J. Kalamkar, addi- 
tional agricultural commissioner, Indian Council of Agricultural Research; Dr. S. R. Sen, 
economic and statistical advisor. Ministry of Food and Agriculture. 
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in Peking on July 25, 1956, remained two months, and visited nineteen 
producers’ cooperatives and eight provinces of China. The Delegation 
on^ Agricultural Planning and Techniques reached Peking on July 20, 
1956, and left China August 8. The delegation visited an unspecified 
number of cooperative farms, but spent most of its time in discussions 
with technical experts from the Ministry of Agriculture, related minis- 
tries in Peking, and the Chinese Planning Commission. 

As V. T. Krishnamachari acknowledged, the reports of the two delega- 
tions to China “confirmed what the Planning Commission was thinking 
all along. The Patil Committee reported that foodgrains production 
had increased by 15 to 30 percent over a two to three year period in those 
Chinese villages where cooperative farms had been formed. They attrib- 
uted most of this increase to more rational patterns of agrarian organiza- 
tion that released large numbers of underemployed farmers for construc- 
tion of physical assets. Among other projects, they cited reclamation of 
wastelands, construction of roads, contour bunds, irrigation channels, 
and new wells; they also reported mass “drives” for such things as the 
collection of organic manures. As a result of such programs in one prov- 
ince alone, the Patil Committee reported, 300,000 wells and 10,000 small 
dams had been constructed in one season, raising the total irrigated area 
by a hundred percent. Other accomplishments attributed to the mobili- 
zation of idle manpower included collection of seventy percent of the 
total manure requirement for the next season and intensified methods of 
cultivation to raise yields. On the basis of its observations in China, the 
Patil Committee recommended that 10,000 cooperative farms should be 
organized in India during the Second Plan.**^ The food ministry’s delega- 
tion actually reached broadly similar conclusions. They reported that 

Interview, V. T. Krishnamachari, New Delhi, August 26, 1963. 

These recommendations were not unanimous. In a sharp “Minute of Dissent to the 
majority report, two members of the delegation, B. J. Patel and R, N- Rana, argued that 
the Chinese pattern was incompatible with Indian democracy, and that agrarian transfor- 
mation had been achieved only after “great stress and wolence.” Patel and Rana charged 
that the land reforms of 1949, which redistributed almost forty percent of the cultivated 
area in tiny one acre plots to tenants and laborers, had been accomplished at the cost 
liquidation of some two million landowners. They also disputed the majority finding that 
the cooperative sector had been built up on the principles of “gradualness and voluntari- 
ness.” They pointed out that “when the State has a complete monopoly on the purchase o 
agricultural” produce, when it imposes prohibitory taxes and delivery quotas on individual 
farmers and denies them essential supplies and credit which are again in the hands ^ 
State, the so-called freedom of the peasants to continue individual farming can only be il- 
lusory and temporary.” Report of the Indian Delegation to China on Agrarian Cooperatii’^ , 
p. 204. In the main, however, the Indian planners accepted the majority finding that the 
masses were overtaken by the idealist aspect of the movement under the leadership ° ^ ^ 
Communist Party and the propaganda carried by it.” Ibid., p. 36. They were convince 
that physical coercion had only been used during the first stage of land reforms, when the 
victims were landlords living on the labor of others, and by definition exploiters. is 
underlying assumption that the landlords were antisocial elements who ought to be re- 
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“Chinese experience shows that given certain conditions, it is possible 
through cooperatives to organize rural manpower resources so as to en- 
sure a high level of employment for all members of the community and 
not merely those who happen to have fair-sized agricultural holdings. 
This is significant for our future development.” The delegation also rec- 
ommended a “bold program of experiments in cooperative farming” 
during the Second Plan.®° 

The reports reinforced the planners in their conviction that new 
patterns of agrarian organization could create the conditions for more 
efficient use of available resources and achieve adequate increases in 
agricultural production during the Second Plan. Nehru scored the state 
agriculture ministers who “take it for granted that additional increase in 
agricultural production cannot be had unless additional funds are avail- 
able.” He was, on the contrary, convinced that “the increase should cer- 
tainly be 30 percent,” and that this rate of growth could be achieved 
“without any large additional expenditure” through more labor- 
intensive techniques in the Community Development and NES Blocks. 
Once more, he cited the example of China, “where millions of coopera- 
tive farms have sprung up,” and asked,“How then, are we to increase 
this [agricultural] produCTion? We know for a fact that some other coun- 
tries have rapidly increased their food production in the last few years 
without any tremendous use of fertilizers. How has China done it? Chi- 
na’s resources in this respect are not bigger than ours. China is at the 
same time laying far greater stress on industrial development and heavy 
industry than we are. Yet, they are succeeding in increasing their agricul- 
tural produaion at a faster pace than we are. Surely, it should not be be- 
yond our powers to do something that China can do.”^^ 

The food minister, A. P. Jain, was constantly reminded of China’s 
achievements. He recalled, not without exasperation, that in 1956, 

the Planning Commission had adopted the idea that you can raise 

any amount of food by utilizing surplus labor power. Our people 


moved in the interests of the communir>' as a whole, helps to e.xplain why both delegations 
and the Planning Commission chose to minimize the violence and intimidation associated 
with the Chinese land reforms of 1949. For example, Shriman Narayan, general secretary 
of the AICC, commenting on the divergent reports of members of the Delegation on 
Agrarian Cooperatives asserted; "V/hether the agrarian cooperatives of China were formed 
voluntarily or not through coercive pressure is a matter of controversy. But truth perhaps 
lies in the fact that while there was a certain amount of coercion in the beginning, the 
farmers in China are now experiencing the benefits of cooperation and are therefore, quite 
enthusiastic about agrarian cooperatives." “Note on Cooperative Farming Prepared and 
Submitted by Shriman Narayan to the A!CC Informal Session on September 1 and Dis- 
cussed," AICC, Congress BiiUetin, September 1957, p. 432. 

Report of the Indian Delegation to China on Agriailtural Planning and Tethniques , p. 193. 

Fortnightly Letters to the Chief Ministers, 19-18-63, letter dated August 12, 1956. 
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were going to China. Delegations were coming and going. My 
Minister of State made fantastic statements in Parliament that the 
Chinese were ploughing four feet deep. He showed a photograph of 
a man climbing up the leaves of tobacco plants to show how tall it 
was. Children were shown dancing on the top of paddy crops. All 
of this the planners were convinced came from mobilizing surplus 
manpower. We had begun to believe that by the sheer utilization of 
the waste labor power, you can achieve anything and everything. 

In December 1956, the Planning Commission enjoyed a partial success 
in its campaign to commit the states to higher agricultural targets. The 
National Development Council finally voted to adopt a target of 80.5 
million tons of foodgrains production for the Second Plan — an increase 
of 25 percent over 1955/56 levels — without any increase in investment 
outlay. But the planners considered that this was still inadequate. Soon 
after, the AICC again called for a higher target. Asserting that industrial 
development would require a large increase in agricultural production 
“far beyond the figures initially adopted in the Second Five Year Plan,” 
they proposed that “during the next five years, the present agricultural 
production must be raised by at least 35 percent.”®^ 

The states proved more recalcitrant, however, in accepting any large- 
scale program for the organization of cooperative farms during the Sec- 
ond Plan. In replies to the Planning Commission and the Ministry of 
Food and Agriculture concerning the recommendations of the two dele- 
gations to China, state leaders agreed only to a small experimental pro- 
gram in cooperative farming on condition that membership remain 
entirely voluntary. In November 1957, the National Development 
Council voted to establish 2,000 cooperative farms during the Second 
Plan period. 

By the summer of 1957, however, economic pressures for more rapid 
reorganization of the rural sector increased. Agricultural production fell 
below the high level of 1953/54, and food prices jumped as much as 50 
percent between October 1955 and August 1957. Reflecting the sharp 
upward trend in agricultural commodities, the wholesale price index rose 
by 14 percent in the first fifteen months of the Plan. During 1956/57, 
government imported two million tons of foodgrains, about one-third 
the total amount allowed for the five-year period. Then, in April 1957, 
the monsoon failed in north India and the wheat crop was badly dam- 
aged, aggravating an already strained situation. Foodgrains production 
fell by almost 10 percent, from about 69 million tons in 1956/57 to 63 
million tons in 1957/58. The food minister, A. P. Jain, speaking in the 

Interview, A. P. Jain, New Delhi, April 17, 1963. 

53 AICC, Congress Bulletin, November 1956, p. 452. 
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Lok Sabha admitted, that “we have passed through a very bad year, a 
year of scarcity the like of which did not occur in living memory.” Al- 
though the government imported another four milhon tons of food- 
grains in 1957/58, he continued, “we could not make up the total deficit 
[and] prices did go up to a level which was quite unprecedented.”^'* 

The report of the Foodgrains Enquiry Committee appointed by the 
Ministry of Food and Agriculture in 1957®® only heightened the atmos- 
phere of crisis. On the basis of discussions with the state governments, 
the committee estimated actual achievement of foodgrains output at the 
end of the Second Plan “in the neighborhood of 60 percent of the targets 
laid down.”®® Price controls, government procurement of foodgrains, 
and rationing of available supphes seemed an absolute necessity for pre- 
serving the structure of the Plan. In addition, the Planning Commission 
was convinced that hoarding activities by traders, who profited from 
creating artificially severe scarcities during the lean season, had seriously 
aggravated the sharp upward spiral in food prices. They warmly en- 
dorsed the Foodgrains Enquiry Committee’s conclusion that “until there 
is social control over the wholesale trade we shall not be in a position to 
bring about stabilization of foodgrains prices. Our polic>' should there- 
fore be that of progressive and planned socialization of the wholesale 
trade in foodgrains.”®’ 

Starting in the spring of 1957, the Planning Commission began to 
press the food ministry for rapid implementation of the Foodgrains En- 
quiry" Committee’s recommendation to establish a Foodgrains Stabiliza- 
tion Organization (FSO), with branches in all important market towns, 
to undertake purchase and sale of wheat and rice at controlled prices. Yet, 
in the absence of cooperative marketing societies that could act as pro- 
curement agents for the state, the proposed FSO was to operate through 
government-licensed millers and wholesale merchants in foodgrains. 
The new agency was to have the authority to restrict movements of rice 
and wheat on private account outside of designated districts; undertake 
monopoly procurement in surplus states or districts for export outside 
the state; and in the absence of voluntary offers of rice and wheat at fixed 
prices, requisition the stocks of millers and traders. The Planning Com- 
mission envisaged that the food ministry could build up sufficiently large 

Lok Sabha Debates, Second Series, xn' (1958), 8135. 

The Foodgrains Enquiry Committee, under the chairmanship of Asoka Mehta, then 
leader of the Praja Socialist party, was reluaantly appointed by A. P. Jain in May 1957, in 
response to sharp criticism in the Lok Sabha of the food ministry’s handling of food 
shortages and rising prices. The committee was charged with studying the reasons for ris- 
ing prices since 1955 and recommending measures to stabilize foodgrain prices at reason- 
able levels. 

Ministry of Food and Agriculture, Report of the Foodgrains Enqtiir)’ Committee , p. 12. 

Ibid., p. 86. 
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buffer stocks through these means, even in a period of scarcity and rising 
prices, so that by the end of the Second Plan the government would 
emerge as the dominant trader in the economy. 

Such optimism, however, failed to take account of the reaction of the 
Union food minister. A. P. Jain, a former chairman of the Uttar Pradesh 
Congress Committee, was completely unsympathetic to a policy of price 
controls and state trading, both of which he judged would antagonize the 
large landowners and traders who still formed the backbone of the Con- 
gress party organization in his state. In a statement to the Lok Sabha on 
July 30, 1957, Jain did not hesitate to attack the Planning Commission 
(albeit obliquely) for worrying too much about rising prices and con- 
sumer interests, and too little about price incentives for the farmer. He 
observed acidly; 

There is also a school of thought in this country consisting of 
economists and persons mostly confined to their rooms. They think 
that you can finance the Plan by depressing the agricultural prices. 
Some of them go to the length of saying: “Fix the price of wheat [at 
a very low level] and the price of rice and other agricultural com- 
modities at a parity. Procure all the wheat and rice and other com- 
modities compulsorily in the market and that will solve the problem 
of prices. Wages will not go up and the Plan will progress 
smoothly.” These people seem to forget that there is also some such 
thing as agricultural sector in our economy and that it aU forms part 
of the Plan. ... If we adopt any policy of low prices for agriculture, 
it is a regressive policy. If our policy does not give any incentive to 
the farmer, he is not going to produce and if the Plan fails it will 
wreck on the policy of depressing agricultural prices.'®® 

Jain was more colorful, but perhaps more candid, in explaining his real 
objections in private. Commenting on his assignment to implement state 
trading in foodgrains, he pointed out, “state trading meant that the 
surplus had to be taken over by the state and redistributed to the con- 
sumers. In practice, it meant that there had to be marketing cooperatives 
in every state that would compulsorily collect the surplus so that the state 
could then redistribute it. I felt I was not the man to do it. It requires a bit 
of pressure. It was Stalin and Mao who enforced it in Russia and 
China.”®® 

Throughout 1957, Jain, citing administrative and organizational obsta- 
cles to rapid implementation, delayed in carrying out the Planning 
Commission’s recommendation to establish a Foodgrains Stabilization 
Organization. Under his leadership, the Union ministry and the state 

Lok Sabha Debates, Second Series, iv (1957), 6066. 

Interview, A. P. Jain, New Delhi, April 17, 1963. 
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Departments of Agriculture complied only with the least controversial 
recommendations of the Foodgrains Enquiry Committee’s report. Be- 
tween 1957 and 1959, restrictions were imposed on the free movement of 
rice outside the “Southern Zone” — the two surplus states of Andhra 
Pradesh and Madras and the two deficit states of Mysore and Kerala — 
although rice was permitted to move freely among the four states. Simi- 
larly, all exports of rice and paddy on private account were banned from 
Orissa and Bihar, from Assam and West Bengal, and finally, from 
Madha Pradesh, Uttar Pradesh, and Punjab. The same pattern was fol- 
lowed with respect to private trade in wheat. In 1957, three wheat zones 
were constituted: Himachal Pradesh, Punjab, and Delhi; Uttar Pradesh; 
and Rajasthan, Bombay state, and Madhya Pradesh. Under this system 
of zonal restrictions on the free movement of foodgrains, the food 
ministry assumed responsibility for supplying localized food shortages 
that still remained after pairing surplus and deficit states in one trading 
area. In addition, beginning in 1957, the Union government undertook 
to meet the rice requirements of Bombay and Calcutta to avert an unrea- 
sonable drain on rural surpluses toward urban centers with greater pur- 
chasing power. 

Until late 1957, however, the food ministry successfully resisted pres- 
sure by the Planning Commission to undertake state trading in food- 
grains, Instead, central government wheat stocks were accumulated 
through commercial imports from Australia, and under the first PL 480 
agreement signed with the United States in August 1956. Rice stocks 
were procured through commercial imports from Burma, Cambodia, 
and Thailand. These stocks were then moved on government account to 
the deficit states, and subsequently were released through nonprofit 
fair-price shops in the larger cities, operated directly by government, 
government-licensed foodgrains dealers, or cooperativ^es. 

Toward the end of 1957, however, a growing shortage of foreign ex- 
change prevented the Union ministry from supplying all of the rice 
deficit from commerical imports. In November, the Union ministry, al- 
ready under pressure from the Planning Commission, agreed to begin 
procurement operations on its own account in Andhra Pradesh, Mysore, 
and Orissa. The Punjab government also entered the market on behalf of 
the central government. In Assam and West Bengal, the state govern- 

The zonal restrictions were designed to make the southern states self-sufficient in rice, 
and to prevent exports from Andhra and Madras outside the Southern Zone to the more 
prosperous states of West Bengal and Bombay, both of which, buoyed by the purchasing 
power of the big cities of Calcutta and Bombay, could afford to outbid Mysore and Kerala 
on the open market. At issue were costly cross-shipments of rice involved in landing larger 
quantities of imported rice from Burma at ports in Madras and Kerala instead of nearby 
Calcutta, while Andhra rice moved to Bombay and West Bengal by rail. Economy of 
transport also favored landing overseas rice at Bombay rather than Madras or Kerala, and 
this obviated the usefulness of rail movements of rice from Andhra to Bombay. 
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ments attempted to procure part of the rice surplus on their own account 
in order to supply the deficit districts in their states. Still, no attempt was 
made to replace the private traders with a state trading organization. 
Rather, the traders continued to act as purchasing agents for the central 
and state governments, along with the cooperatives, in making pur- 
chases on government account in return for a commission; and they con- 
tinued to make purchases on their own behalf. 

In the main, these first attempts at “state trading” in foodgrains were 
unsuccessful. In Orissa and Mysore, government restricted its artivities 
to voluntary procurement at the average of prices that prevailed in the 
three months prior to November 1957. Rice offered for sale at these 
prices, which were lower than the open market price in most districts, 
was 56,000 tons and 13,000 tons, respectively. In Andhra Pradesh and 
Punjab, very low levels of procurement ultimately convinced the state 
government to fix maximum controlled prices for wholesale purchases 
and sales of rice, and a compulsory lex^y on rice mills. Total procurement 
under these regulations reached 200,000 tons in Andhra and 100,000 tons 
in Punjab. In West Bengal and Assam, where maximum controlled 
prices on all wholesale transactions were applied to surplus districts only, 
government was able to procure only 77,000 tons and 22,000 tons, re- 
spectively. 

The failure of these first tentative efforts at state trading was apparent 
from rising food prices throughout 1957/58, and from chronic food 
shortages in the deficit states and larger cities. The Planning Commission 
blamed the shortages on the failure of the food ministry' and the states to 
establish monopoly procurement of foodgrains and price controls at all 
levels of the distribution process. The planners charged that a system of 
partial controls, which applied only to wholesale transactions of food- 
grains, and in some cases, only to surplus districts. in the states, was de- 
signed to facilitate evasion. Although the procurement price established 
by government was simultaneously declared the legal maximum con- 
trolled price for all wholesale transactions in the affected distria or state, 
many middle and large producers managed to smuggle their stocks into 
uncontrolled districts or states for sale; and many sold rice in smaller than 
wholesale quantities to retailers and consumers who were not affected by 
price controls. In the states that imposed a compulsory lev^’’ on a fixed 
proportion of the wholesalers’ and millers’ stock, the trader was still free 
to sell the remaining portion to a retailer who was not subject to con- 
trols. This encouraged the trader to hold back supplies until the post- 
harvest “lean” season, and when government stocks were exhausted to 
sell at very high prices that helped recoup the losses suffered under the 
levy. The planners were convinced that traders were also evading the 
levy orders and controls by paying higher than maximum fixed prices to 
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the farmers, and arranging with them to hold stock in the villages until 
later in the season, when it could be sold at very high margins of profit 
either in the black market or to retailers in the large urban centers. 

The food ministry and the states rejected outright this analysis by the 
Planning Commission of the causes of food shortages and rising prices. 
They insisted that market factors, including static production levels, 
higher income generated by development outlays, and rising population 
growth, rather than hoarding, were mainly responsible. The food minis- 
try’s solution to the food crisis, which it argued before the Planning 
Commission, was a reorientation of agricultural policy to restore the 
priority for the introduction of scientific practices over changes in 
organization as the foremost instrument of increasing agricultural pro- 
ductivity and surpluses. Among other policies, they pressed for greater 
investment outlays on agriculture for improved seeds, pesticides, and es- 
pecially fertilizer; and remunerative prices for rice and wheat in order to 
provide an incentive for increased private investment in improved in- 
puts. In the short run, the food ministry proposed to meet the re- 
quirements of the deficit states by importing wheat and some rice under 
PL 480, supplemented by commercial imports of rice. Indeed, in Sep- 
tember 1958, the ministry signed another PL 480 agreement with the 
United States to provide for 3 million tons of wheat imports over a 
two-year period. 

The conflict between the Planning Commission and the states assumed 
more critical dimensions with the deepening financial crisis in 1957/58, 
and strong pressures to reduce the size of the Plan. By March 1958, the 
foreign exchange position had dramatically deteriorated. Originally, the 
total aggregate deficit in the balance of payments had been estimated at 
Rs. 1,120 crores over the five-year period. The Planning Commission 
provided that Rs. 200 crores of this amount would be met from India’s 
sterling balances, and the remainder from external assistance. In the first 
two years, however, the aggregate deficit in current accounts climbed to 
Rs. 821 crores. India drew down her foreign exchange assets by Rs. 479 
crores. It appeared that the five-year deficit in the balance of payments 
would ultimately total Rs. 1,700 crores. 

A number of circumstances contributed to the crisis. Growing needs 
for defense imports, a general rise in the prices of iron and steel, and 
higher foreign exchange costs than anticipated for some new industrial 
projects all played a part. Another significant factor was the need to im- 

A summary statement of the dimensions of the foreign exchange shortage is found in 
Planning Commission, Appraisal and Prospects of the Second Five Year Plan, pp. 14-16. For a 
more detailed analysis, see Council of Applied Economic Research, Occasional Papers, 
No. 1 , Foreign Exchange Crisis and the Plan (New Delhi. 1957), 
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port twice the amount of foodgrains than originally envisaged. In addi- 
tion, the failure of the finance ministry to impose adequate controls over 
import licenses led in the early years of the Plan to larger than expected 
numbers of licenses sanctioned to the private sector for imports of capital 
goods and iron and steel. All of these factors together lowered the ceiling 
on the total quantum of foreign exchange available for expansion of the 
public sector during the remainder of the Plan. As early as 1957/58, the 
planners were forced to limit allocations of foreign exchange to a small 
list of “core” projects in iron and steel, coal, power, railways, and ports. 
Completion of a number of other industrial schemes in the public sector, 
including the large fertilizer plants, had to be delayed. 

The scarcity of foreign exchange was not the only source of strain on 
the completion of public-sector programs. It soon became evident that 
domestic inflationary pressures had pushed up the rupee costs of some 
industrial projects, and that the financial requirements for achieving the 
physical targets of the Plan would be substantially higher than the Rs. 
4,800 crores originally envisaged. In 1957/58, the Planning Commission, 
conceding that higher financial outlays were not feasible, acquiesced in a 
lowering of the physical targets and decided to maintain the financial ceil- 
ing of Rs. 4,800 crores. Still, the “core” projeas were protected through 
a reallocation of outlays under the major heads of development that pro- 
vided an additional Rs. 190 crores for industry and mining. With great 
effort, allocations to agriculture and Community Development and vil- 
lage and small-scale industries were maintained at the original level. Cuts 
were, however, imposed on allocations to social services of Rs. 82 crores; 
irrigation and power, Rs. 53 crores; transport, Rs. 40 crores, and to other 
miscellaneous expenditures, Rs. 15 crores. 

Nevertheless, the appraisal of Plan outlay and resources in April 1958 
clearly indicated that even the financial ceiling of Rs. 4,800 crores would 
have to be reduced. During the first two years, serious shortfalls in 


The foreign e.vchange shortage and the bias of import licensing toward the private 
sector in the first two years intensified pressure for a smaller Plan outlay in still another 
way, by diverting internal resources from the public sector. In January 1958, Professor D. 
R. Gadgil presented an analysis of the economic crisis to the Planning Commission s Panel 
of Economists, which stressed that the liberal licensing policy had stimulated almost an 
overfulfillment in the large private sector,” partly at the expense of public enterprise. On 
the whole, the high level of demand for funds by the private sector and its capacit)' to offer 
more attractive dividends had reduced the ability of the government to mobilize dornKnc 
resources through market loans. In particular, the large imports of capital goods in 1955.36 
and 1956/57 triggered a great expansion in building and construction activities, with the 
result that the banks committed large funds in commercial credits to private firrns that 
might otherwise have come to the state in the form of subscriptions to government issues. 
Meanwhile, the private sector was also benefiting from its ability to attract foreign pn\ate 
capital for investment in joint ventures, even while the government’s leverage was reduce 
by increasing reliance on foreign aid from countries generally opposed to a sod^t^^ 
proach for completion of industrial projects in the public sector. See D. R. Gadgil, n 
Rephasing the Second Five Year Plan,” paper prepared for the Economists Panel for con- 
sideration at its meeting in January 1958, The Indian Economic Journal , v (April 1958). 
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budgetary resources had depressed aggregate Plan outlay far below the 
levels originally envisaged. During 1955/57, total Plan expenditure was 
Rs. 635 crores, compared to budget provisions of Rs. 828 crores, a 
shortfall of over 23 percent. In 1957/58, actual Plan outlay did show an 
increase to Rs. 861 crores, compared to budget estimates of Rs. 966 
crores; but the entire increase in Plan expenditure had to be met by deficit 
financing. The budgetary gap jumped from Rs. 238 crores in 1956/57 to 
Rs. 464 crores in 1957/58. Within two years, the economy had to absorb 
Rs. 700 crores in deficit financing, compared to the maximum limit of 
Rs. 1,200 crores considered safe for the entire five years. As a result, dur- 
ing 1958/59, the upper limit on deficit financing was put at Rs. 215 
crores. Together with external assistance of Rs. 300 crores (an increase of 
three times the 1957/58 level), an annual Plan outlay of almost Rs. 1 ,000 
crores might be achieved. Still, over the first three years of the Plan, little 
more than fifty percent of Plan outlay — Rs. 2,456 out of Rs. 4,800 
crores — would have been financed.*^ 

A detailed analysis of the resources position over the first three years 
again focused attention on the need to mobilize higher domestic savings 
from the rural seaor. An examination of the tax effort made at the Cen- 
ter and the states revealed that contributions from current revenues for 
financing Plan outlay came mainly from central taxes levied on the urban 
sector. By contrast, the states had generally failed to meet their commit- 
ments under current revenues; and this failure was most striking with re- 
spect to measures for additional taxation on the rural sector. 

During the first three years of the Second Plan, the Center had actually 
over fulfilled its target for the mobilization of domestic resources from 
taxation. Originally, the Center’s aggregate contribution to the Plan 
from current revenues was estimated at Rs. 420 crores — Rs. 252 crores at 
1955/56 rates of taxation, and Rs. 168 crores from additional taxation. 
By contrast, during the first three years of the Plan, central receipts from 
new taxes on income, company dividends, capital gains, wealth, and e.x- 
cises were as high as Rs. 376 crores; over the five-year period they were 
expected to reach Rs. 725 crores. Even so, the largest part of the addi- 
tional revenues were not available for central Plan outlay. Rs. 160 crores 
had to be transferred to the states under an unexpectedly generous award 
by the Finance Commission. Another Rs. 225 crores was absorbed by 
rising outlays on defense. After subtracting the costs of other miscellane- 
ous nondevelopmental expenditures, the Center’s aggregate contribution 
to the Plan from current revenues was estimated at Rs. 465 crores, higher 
by just Rs. 45 crores than the original target.®® 

Appraisal and Prospects of the Second Five Year Plan, pp. 7-9, 31-32. 

The actual target for additional taxation by the Center was Rs. 225 crores, of which an 
estimated Rs. 57 crores was earmarked for transfer to the states as their share. 

Appraisal and Prospects of the Second Five Year Plan, pp. 10-13. 
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This modest gain was more than cancelled by serious shortfalls at the 
states in budgetary resources for the Plan. Altogether, the states had been 
expected to find Rs. 370 crores from current revenues. In addition to 
funds drawn down from the Finance Commission’s award, and the de- 
volution of Union taxes, the states were supposed to contribute Rs. 98 
crores from current revenues at 1955/56 rates of taxation and Rs. 225 
crores from measures of additional taxation. During the first three years 
of the Plan, however, the states’ aggregate contribution to total Plan out- 
lay from these sources was about Rs. 135 crores. Over the five-year pe- 
riod it was not expected to exceed Rs. 295 crores. 

An examination of the resources position in the states revealed that the 
expected surpluses from current revenues at pre-Plan rates of taxation 
had evaporated. In fact, the states were running a deficit of Rs. 10 crores 
to Rs. 20 crores under this head, mainly because of an increase in non- 
developmental expenditures. The yield from additional taxation over the 
first three years of the Plan, moreover, was only about Rs. 79 crores. 
Aggregate yields over the five-year period were estimated at Rs. 173 
crores, Rs. 52 crores less than the target of Rs. 225 crores set out in the 
Plan.^^ Most of this shortfall represented failures to meet Plan commit- 
ments for enhancing taxes on the rural sector, including land revenue 
rates, irrigation rates, betterment levies, and agricultural income tax. 
The yield from measures of additional state taxes adopted during the first 
three years of the Plan compared to Plan targets is presented in Table 4-3. 

The serious shortfall in current revenues at the state level, combined 
with a decline in receipts from market loans and shortfalls in collections 
from small savings (mainly because of the failure of cooperatives to 
mobilize agricultural savings) not only left the original resource gap of 
Rs. 400 crores uncovered, but added to it. In April 1958, even after tak- 
ing credit for an additional Rs. 283 crores of deficit financing during the 
last two years of the Plan, and an increment in external assistance of Rs. 
238 crores above the amount originally envisaged, the Planning Com- 
mission concluded that Plan resources at the Center and the states would 
not total more than Rs. 4,260 crores for the five-year period. The gap in 
Plan finances stood at Rs. 540 crores. 

The pressure of reducing Plan outlay to this low level became even 
more painful against the background of new data from sample surveys 
that indicated a much higher rate of population growth than had origi- 
nally been estimated — over 2 percent per year compared to earlier pro- 
jections of 1.2 percent. At the May meeting of the National Develop- 
ment Council, the Planning Commission suggested that total Plan outlay 
might still reach Rs. 4,500 crores if the states and the Center undertook 
new efforts of resource mobilization. The finance minister proposed 


Ibid. 


Ibid., pp. 16-19. 
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TABLE 4-3 

Yields from Measures of Additional Taxation Adopted 
by the States from 1956/57 to 1958/59 

(Rs. crores) 


Yields from 
measures 
adopted in the 



first three 


Targets 


years 


as set 


1956157 

Five- 

out m 


to 

year 

the 


1958159 

yield 

Plan 

General sales tax 

39.6 

83.2 ) 

112.0 

Tax on motor spirit and diesel oil 

2.9 

7.0 f 

Land revenue / 

4.0 

9.6 

37.0 

Irrigation rates ) 



11.0 

Betterment levy 

0.8 

2.2 

16.0 

Agricultural income tax 

3.3 

7.5 

12.0 

Electricity rates and duties 

3.4 

8,4 

6.0 

Tax on motor vehicles 

5.3 

13.1 

10.0 

Stamp goods and registration 

1.2 

3.0 

4.0 

State excise duties 

1.8 

3.6 

— 

Others 

17.0 

35.3 

17.0 

Totals 

79.3 

172.9 

225.0 


Source: Appraisal and Prospects of Second Five Year Plan, p, 20. 


measures of additional taxation of Rs. 100 crores (Rs. 40 crores at the 
Center and Rs. 60 crores at the states); an increase in market loans and 
small savings of Rs. 60 crores; and economies on nondev'el- 
opmental expenditure of Rs. 80 crores to yield an additional Rs. 240 
crores in internal resources for the Plan.®® Both the Center and the states 
accepted these new commitments. Nevertheless, the lower financial out- 
lay®® meant new reductions under all heads of development, this time in- 


Ibid., p. 19. 

Actually, the National Development Council did not formally adopt the lower Plan 
outlay of Rs. 4,500 crores as the financial target. Instead, the state leaders, fearing the “bad 
psychological effect” of a cut in Plan expenditure, followed Nehru's suggestion of dividing 
the Plan into two parts. Part A, involving a total outlay of Rs. 4,500 crores, was to include 
the core projects, other schemes in an advanced stage of implementation, “inescapable” 
projects, and programs directly related to increasing agricultural produaion. Part B, ac- 
counting for Rs. 300 crores, would only be taken up if additional resources became avail- 
able. The actual list of projeas assigned to either category was left for determination 
through consultations betsveen the Planning Commission, the states, and the central minis- 
tries. See Planning Commission, Tenth Meeting of the National Development Council, 
Summary Record (New Delhi, May 1958), pp. 1-30. 
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eluding industries, minerals, agriculture, and community development. 
The changes in allocations under major heads of development as adopted 
in May 1958 are shown in Table 4-4. 

TABLE 4-4 

Original and Revised Estimates of 
Allocations for the Second Plan by Major Heads of Development 

(Rs. crores) 

Revised 
allocations 
(to accom- 
modate the 

higher cost Outlays now 

oj some proposed to 

projects correspond 

Allocations within the with the 

as originally ceiling of resources 



made in 
the Plan 

Percent 
of total 

Rs. 4,800 
crores) 

Percent 
of total 

posificm, 
April 1958 

Percent 
of total 

Agriculture 
& community 
development 

568 

11.8 

568 

11.8 

510 

11.3 

Irrigation & 
power 

913 

19.0 

860 

17.9 

820 

18.2 

Villages and small 
industries 

200 

4.2 

200 

4.2 

160 

3.6 

Industries and 
minerals 

690 

14.4 

880 

18.4 

790 

17.5 

Transport and 
communications 

1,385 

28.9 

1,345 

28.0 

1,340 

29.8 

Social services 

945 

19.7 

863 

18.0 

180 

18.0 

Miscellaneous 

99 

2.0 

84 

1.7 

70 

1.6 

Total 

4,800 

100.0 

4,800 

100.0 

4,500 

100.0 


Source: Appraisal and Prospects of Second Five Year Plan, p. 23. 

The feasibility of even this reduced level of financial outlay depended 
in “a large degree on the success achieved in increasing agricultural pro- 
duction.”’” Unless foodgrains output was stepped up and food prices 
brought down, additional deficit financing on the scale envisaged for the 
last two years of the Plan would only accelerate the inflationary pressures 
on the economy. At the same time, the planners informed the National 
Development Council that domestic output of fertilizer was experted to 
reach only one-half the projected level, and “on account of the foreign 


’0 Appraisal and Prospects of the Second Five Year Plan, p. i. 
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exchange shortage, supplies of chemical fertilizers were bound to fall 
short of the demand which was itself increasing.” The gap had to be 
filled through “greater efforts in the direction of green manures and other 
manorial resources. In fact, given the stringent financial situation, it 
was more important than ever that “local participation and community 
effort ... be enlisted on the largest scale possible in support of agricul- 
tural programs.”’^ 

Shortly after the May meeting of the National Development Council, 
V. T. Krishnamachari, writing in the AICC’s Economic Review, once 
again argued for a more rapid pace of agrarian reorganization. He 
pointed out that there was a gap of 3. 5 million acres in the utilization of 
irrigation potential because the construction of field channels had lagged 
behind schedule. According to official estimates, some 160,000 miles of 
field channels would have to be dug by the end of the Plan to make use of 
the full irrigation potential available. But it was “impossible to expect 
any government machinery, however well organized, to dig 16 lakh 
miles of canals and all those things in thousands and thousands of villages 
within a short time.” On the contrary, the Planning Commission was 
convinced that “responsibility had to rest squarely on the villages.” If the 
village cooperatives and panchayats were given statutory powers to ini- 
tiate and implement local development projects with village monies and 
labor, production could be raised through a wide variety of labor- 
intensive schemes, such as contour bunding and soil conservation, plant- 
ing of seed farms in every village, and the collection of local manurial 
resources. Speaking for the Planning Commission, Krishnamachari as- 
serted, “our thinking on this is that the responsibility for organizing all 
these efforts in villages must rest on the Village Panchayats and village 
cooperatives. Each village being made responsible for its own re- 
quirements for its own obligations through a Village Panchayat and a vil- 
lage cooperative. . . . The state governments should bring these bodies 
into existence and see that they are so organized as to carry out these 
functions.”’^ 

Even if agricultural production could be increased by such bodies there 
was still the problem of mobilizing farm surpluses for equitable distribu- 
tion. As early as August 1957, Nehru told the chief ministers that he saw 
no other solution to the problem of food shortages than compulsory 
government purchase offoodgrains at controlled prices. He argued that 

next to food produaion, the question of the price of foodgrains is of 
vital importance. Indeed, the two are intimately connected. If the 
prices of foodgrains go up, then the whole fabric of our planning 

Ibid., p. 40. Ibid., p, ii, 

” V. T. Krishnamachari, “Agricultural Production and Role of Village Institutions.” 
AICC Economic Review, x (May 1, 1958), 7. 
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suffers irretrievably How can we keep the price of foodgrains at 

reasonable levels? The only course appears to be to have a large 
stock of foodgrains at every time and even be prepared for natural 
calamities, droughts, etc. That has been our objective for a long 
time. But, we have failed to achieve it. It is not possible to maintain 
large stocks if the Government has to buy them in the open market. 

It is well known that the moment the Government goes into the 
open market, prices shoot up. The only other course, therefore, is 
for Government purchases of foodgrains to take place compulsorily 
at fixed and reasonable prices. ... I see no way out except this 
way.’'* 

Throughout 1958, there was increasing evidence that the government 
was preparing to mount a major effort for more rapid agrarian reorgani- 
zation. The Planning Commission, which had reluctantly endorsed the 
Rural Credit Survey’s recommendation for large-size cooperatives on 
grounds of economic efficiency, reverted to its original preference for 
societies organized around the village as the primary unit. Under this 
pattern, cooperatives and panchayats would cover identical jurisdictions, 
and be able to combine more effectively for mobilization of village re- 
sources for development. Village-based service cooperatives, moreover, 
could more easily provide the foundation for an advance toward 
cooperative management of village lands. 

In April 1958, the Planning Commission succeeded in persuading the 
states once again to accept a modest upward revision in the targets for 
formation of cooperative farms — from 2,000 to 3,000 — during the Sec- 
ond Plan. In May, when it became apparent that the National Extension 
Service would achieve all-India coverage only in 1963 (not at the end of 
the Second Plan, as initially envisaged), it was proposed to rephase the 
program in order to prolong the period of intensive development in each 
Block. More important, actual administration of the Community De- 
velopment program at the Block level was to be transferred from gov- 
ernment officials to popularly elected Block Panchayat Samitis in an ef- 
fort to stimulate local enthusiasm and mass participation in development 
projects. Finally, during the summer of 1958, Krishnamachari began to 
argue for a comprehensive upward revision in the targets for the 
cooperative sector. In another article for the AICC Economic Review in 
September 1958, he blamed shortfalls in agricultural production upon 
India’s failure to follow the Chinese example in organizing village 
cooperatives with powers to persuade, advise, or compel villagers to take 
up construction of capital projects. He wrote. 

Fortnightly Letter to the Chief Ministers, 1948-63, letter dated August 1 , 1957. 
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In China, with which we always try to compare ourselves, two 
years ago, it was said that the villagers — there are 110 million ag- 
riculturist families in China, as against 65 million in India — are or- 
ganized in agricultural cooperatives. Individual cultivation is negli- 
gible in China. We were told that these cooperatives, by their own 
labor, added 21 million acres to the irrigated area of the country by 
small irrigation schemes on which they worked; they put up volun- 
tary labor and that was in one year. During last year, they claimed 
they had 15 miUion acres. There is no doubt that an enormous 
amount of voluntary' work like this is done in the villages of China 
to strengthen the community assets. This factor is very important in 
the development of economically underdeveloped countries. As you 
know, in most villages of India, work in connection with agricul- 
ture is available only for four months in a year. Whether we can har- 
ness the unutilized time and energy of the villager in these months of 
waiting benveen one crop and another for producing community 
assets, assets of value to the community as a whole, is the most im- 
portant question facing the Community Development organization 
today. 

By the summer of 1958, the planners’ determination to save the core 
industrial projeas of the Second Plan, and, indeed, the entire economic 
development strategy, seemed to leave them little option than to tr^’ and 
force the pace of agrarian reform, especially implementation of ceilings 
on landownership and the organization of cooperatives. 

V. T. Krishnamachari, "Facts about Agricultural Production," AICC Economic Re- 
view, X (September 15, 1958), 9. 
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The serious economic cost of slow progress toward agrarian reform in 
undermining the foundation of the Second Plan was compounded by the 
first signs in the late 1950s of emerging political discontent. The results 
of the 1957 elections both at the Center and in the states revealed weak- 
nesses in the performance of the Congress party relative to the opposi- 
tion that were interpreted by the national leadership as disappointment 
over the slow pace of implementation of longstanding promises for im- 
proved living standards. 

Initially, the political scene had appeared to hold fewer challenges to 
Congress control than at the previous election. The Praja Socialist party 
(PSP) was weakened on the eve of the elections by a division in the cen- 
tral leadership. Rammanohar Lohia and a group of his followers, protest- 
ing the policy of collaboration with the Congress party adopted in re- 
sponse to the Avadi Resolution, were expeUed from the PSP for breach 
of discipline. The split cost the party about thirty percent of its popular 
following and most of its active workers in the south and central states. 
In addition, Jayaprakash Narayan, the PSP’s most popular leader, had 
withdrawn from active politics in 1953 to join the bhoodan movement. 

The Communist party also appeared to be weaker than in 1951. The 
revelations of the Twentieth Party Congress, the active policy of de- 
Stalinization that followed, the Hungarian revolt of 1956, all were 
thought to have undermined the moral position of the party. At the same 
time, the Congress party’s commitment to a socialistic pattern of society, 
and Russia’s support of Nehru as the architect ofnonalignment, seemed 
to rob the communists of convincing ideological issues. The communal 
groups, including the Jan Sangh and the Ram Raja Parishad, were frag- 
mented, and did not appear to pose a serious threat. 

In aggregate terms, the results of the election^ confirmed the original 
optimism. Both at the Center and in the states, the total vote polled for 
the Congress party showed a modest improvement. Almost 48 percent 
of the electorate voted for Congress candidates in elections to the Lok 
Sabha in 1957, compared to 45 percent in 1951. Over 45 percent of the 
voters selected Congress nominees for the state assemblies in 1957 , com- 

^ For a review of the election results, see Sadiq Ali, The General Election 19a/: A Siin’C) 
(New Delhi, 1959), p. 6. 
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pared to 42 percent in 1951 . The expected also happened in the case of the 
socialists, whose strength at the national level seriously declined. Com- 
pared to over 16 percent of the popular vote, which the Socialist party 
and the KMPP had commanded between them in 1951, the successor 
PSP won little more than 10 percent. Yet the Communists managed to 
demonstrate unexpected strength. They almost trebled their popular 
vote from 3.3 percent in 1951 to 8.9 percent in 1957, and reinforced their 
position as the largest opposition party in the Lok Sabha. In addition, the 
communally oriented Jan Sangh demonstrated growing vote-getting 
powers, increasing its popular vote from a little over 3 percent in 1951 to 
almost 6 percent in 1957. 

A similar pattern was repeated in the assembly elections. The Con- 
gress party’s lead was unexpectedly eroded in a number of states. The cen- 
tral government, having conceded the demand for the reorganization of 
states on the basis of linguistic boundaries in 1956, found that it had 
opened a Pandora’s box of parochial and communal claims. In many 
areas, communal and regional parties successfully opposed Congress 
candidates by exploiting the unsatisfied aspirations of religious, linguis- 
tic, and tribal minorities. The combined strength of opposition parties 
relative to Congress increased in Uttar Pradesh, Bihar, and Bombay. In 
Orissa, the Congress party failed to win a majority of seats and had to 
form a government with the help of independents. The most disturbing 
outcome occurred in Kerala. Congress lost its position as the largest 
single party in that state, and had to stand by as the first Communist 
ministry in India was formed. 

The CPI’s victory in Kerala was perceived as a springboard for further 
conquests. The Communists had begun to experiment with a potentially 
effective eleaoral strategy, reviving the tactic of united front alliances to 
weaken the major advantage of the Congress party in the multiplicity of 
candidates. In West Bengal, a united Leftist Election Committee led by 
the CPI showed striking results. The Communists increased their share of 
the popular vote from little over 10 percent in 1952 to almost 18 percent 
in 1957. The parties of the leftist alliance among them captured roughly 
one-third of the seats in the legislative assembly. As a result, the strength 
of the independents was substantially reduced, the communal parties 
were virtually eliminated, and politics in the state moved in the direction 
of a confrontation between conservative and radical forces. The CPI’s 
elertoral alliances in Bombay and Madras were less successful. Neverthe- 
less, in U.P. and Bihar, even where no electoral arrangement proved 
possible, the CPI was strong enough to win representation in the state 
assemblies for the first time. In Punjab, it succeeded in doubling its popu- 
lar vote. Viewed against the almost uniform decline of the PSP in all 
states on the one hand, and the growing strength of regional and com- 
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munal parties on the other, the CPI emerged from the 1957 elections as 
the only potential alternative on a national level to the Congress party. 

The national leadership was generally inclined to interpret the pattern 
of voting as a sign that the “Congress hold on the loyalty of the people is 
weaker than before and it is exposed to attack from many quarters.”^ 
The official AICC election review focused attention on a widening gulf 
between local Congress party organizations and the rural masses. It 
found that Congress workers had' abandoned virtually all constructive 
work. In addition, they were often so preoccupied with factional feuds 
that they neglected even routine party activities, visiting the villages only 
at election time, with the result that “the love and respect of the people 
[for Congress] diminishes as we go down the rungs of the Congress 

ladder. ”3 

The dominant direction of the shift in voter sentiment was perceived 
as a move toward the left. The major issues raised by all opposition 
groups, regional or communal, socialist or communist, centered around 
economic discontent, including “rising taxes, corruption, poverty, un- 
employment and centralization.’"* The election review concluded that 
adult suffrage had “released forces which no party could control" or use 
for buttressing vested interests: 

So evident is this lesson of democracy that even communal organi- 
zations in the country cannot hope to win the ear of the people un- 
less they talk the language of radicalism and socialism. It might be a 
cover for communal and reactionary designs but that such a cover is 
necessary for approaching the electorate is a tribute to the transform- 
ing power of adult suffrage. . . . Two lessons emerge which it would 
be well to bear in mind. One is that all parties will have to move 
more and more to the Left if they wish to survive and serve the 
country. The second lesson is that the people will judge parties less 
by their written and spoken word and more by their action and per- 
formance and inner struaure.^ 

The official party view echoed Nehru’s own assessment. Reviewing 
the election results Isefore new members of the Congress party in the Lok 
Sabha, he warned that “if the forces released by democracy and adult 
franchise were not mastered, they would march on leaving the Congress 
aside.’’® 

This was not merely a hypothetical concern. In Kerala, the CPI had 
already started to experiment with a new strategy of “peaceful transi- 


2 Ibid., p. 82. 
Ibid., p. 72. 


^ Ibid., p. 66. 
s Ibid., p. 76. 


ioiu.,p. /^. #vj. /in Itii 

® Quoted in Keep the Flame Alive: A Thesis by a Group of Congress Workers (New L>ein , 
December 1 , 1957), p. 9. 
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tion” to communismT They adopted their own “minimum program” 
based on the blend of growth and distribution goals that provided the 
policy framework of the Second Plan. Although the Communists prom- 
ised to work within the limits of the 1950 constitution, they set out to 
exploit its implicit contradiction between the Directive Principles of 
State Policy that endorsed goals of radical social change and the funda- 
mental rights provisions that provided guarantees of individual rights in- 
cluding property. On the one hand, the CPI-led united front govern- 
ment enacted an ambitious program of social reform, including a new 
agrarian relations act that embodied the recommendations for security of 
tenure and ceiling on landownership set down in the Second Plan; and an 
education act that extended state control over the influential network of 
Christian private schools in the state. On the other, the Communists used 
the party media to rally popular support against “reactionary” interests 
that were using the device of majority rule under a “bourgeois demo- 
cratic” constitution to prevent the adoption of more sweeping measures. 
Their appeal to popular opinion was combined with aggressive organiza- 
tion of workers’ and peasants’ associations at all levels of government to 
carry out “direct action” for enforcing the class interests of workers and 
agricultural laborers. The police and the courts, which had previously 
invoked constitutional guarantees for individual rights and private prop- 
erty to protect the victims of mass demonstrations and illegal strikes, 
were directed to remain neutral in conflicts between employers and 
workers or landlords and peasants arising from “class struggles.” The re- 
sult was a steady increase in rioting, political assaults, and both rural and 
urban unrest as the number of strikes against plantation owners, land- 
lords, and factory employers sharply increased. After 1958, an escalating 
confrontation between the government and the powerful noncommunist 
student community organized in the Kerala Students Union intensified 
the growing tendency to take politics into the streets. Both sides, the 
Communists and their opponents in the newly created joint front of op- 
position parties, set out to mobilize their own popular militias in prep?, a- 
tion for open combat. Nehru, who had originally prevailed against his 
senior colleagues in inviting the CPI to form the first Communist-led 
state government in India, finally yielded to their urgings and recom- 
mended the imposition of President’s Rule on the state. 

The small group of Gandhian and socialist intelleauals inside the Con- 
gress party seized on the evidence of emerging popular discontent pro- 
vided by the election results and the Communist agitations in Kerala to 


’’ The argument that the Communist party in Kerala was experimenting with a model of 
“peaceful transition” to communism that could be adapted for the establishment of the dic- 
tatorship of the proletariat at the all-India level is presented in Victor M. Fic, Kerala, Yeiian 
of India, ch. 5. See also Jitendra Singh, Communist Rule in Kerala, chs. 2, 3. 
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buttress their case for a more rapid pace in carrying out promised social 
reforms. Writing in the AICC Economic Review, Shriman Narayan, then 
general secretary of the national party, insisted that the only way to re- 
gain the confidence of the people was to bridge the gap between Con- 
gress principles and practices. The question of land reforms was a major 
case in point. Asserting that the pace of implementation had been slow 
and unsatisfactory, Narayan blamed Congress legislators belonging to 
the landowning classes for “trying to put spokes in the wheel,” and ar- 
gued that as a result, “the Congress has been losing its hold on the ten- 
ants and landless laborers, particularly the Harijans.” He insisted that the 
time had come to recognize the existence of objective class conflicts in 
India and to come down firmly on the side of the underprivileged: 

We have within the organization persons belonging to the landlords 
as well as the tenant class; there are businessmen, industrialists as 
well as representatives of the working class. When natural differ- 
ences arise as a result of existing conflict of class interest we try to 
strike a balance in order to satisfy both the sections. Time has come 
when these attempts to balance the conflicting interests and view- 
points must give place to a clear and bold policy of bringing about 
the socialist order through the democratic process. We must recog- 
nize that there do exist class conflicts and it is necessary to resolve 
them, not through hatred and violence but through persuasion and 
democratic legislation. The Congress stands for the ultimate welfare 
of all sections of the population and desires to hate none. But it can- 
not continue to run with the hare and hunt with the hound. We have 
to be clear in our minds that the Congress must necessarily sponsor 
and safeguard the interests and the underprivileged classes as against 
those of the privileged and richer sections.® 

By December 1957, a small band of Gandhian and socialist Con- 
gressmen, composed mainly of members of parliament and led by S. N. 
Mishra, then deputy minister of planning, proposed to organize the 
Congress Socialist Forum as a “ginger group” inside the party to “make 
this idea of socialism seep into the ranks of Congressmen.”® They in- 
sisted that it was necessary to define the content and policy implications 
of the socialist pattern; educate the public at large about Congress princi- 
ples and purposes; and most important, indoctrinate party workers in 
these principles through study groups and training programs. Their ini- 
tiative, however, failed to gain the active support of Nehru. The prune 

® Shriman Narayan, “Need for Ideological Clarity,” AICC Economic Review (June 15, 
1957), pp. 9-10. 

® Interview, S. N. Mishra, New Delhi, February 23, 1963. 

According to Mishra, Nehru was displeased to hear that the Congress Socialist Forum 
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minister was still hesitant to endorse any political move that could 
undermine the umbrella charaaer of the Congress party as the best 
guarantor of national cohesion. But even he found the economic com- 
pulsions for speeding up the pace of agrarian reform more difficult to re- 
sist as the resources position for the Second Plan rapidly deteriorated. 

The National Development Council, which met in November 1958, 
was once again confronted by the unpleasant prospect of having to re- 
duce Plan size, this time below the revised May estimate of Rs. 4,500 
crores. The finance minister, in a review of the economic situation, 
strongly advised against further deficit financing unless there was reason- 
able assurance of an increase in agricultural production and lower food 
prices. This was Nehru’s opening, and he took it. The prime minister 
argued that additional deficit financing could be absorbed and the Plan 
maintained at Rs. 4,500 crores if the states accepted the approach of the 
Planning Commission to mobilize rural resources for increased agricul- 
tural production through an acceleration of the cooperative movement; 
and also acted to stabihze the general price level by a program of state 
trading in foodgrains. Specifically, Nehru recommended that the NDC 
endorse an upward revision in the targets for the organization of co- 
operatives; and the recommendation of the Foodgrains Enquiry Com- 
mittee for the socialization of the foodgrains trade. 

The members of the National Development Council appeared to ac- 
cept Nehru’s lead. They gave formal approval for a new and expanded 
program of cooperative development to organize multipurpose coopera- 
tive societies on the basis of the village community as the primary unit; 
and to complete the process of reorganization by the end of the Third 
Plan. Simultaneously, the NDC endorsed the immediate introduction of 
state trading in foodgrains, beginning with wheat and rice. The food 
ministry was directed to draw up a rwo-stage scheme: (1) during the first 
year or more, all wholesale foodgrains dealers were to be licensed and 
strictly regulated. They would be required to purchase foodgrains at 
prices fixed by government, and to sell some or the entire stock procured 
by them to government, also at controlled prices; (2) at the second stage, 
when government had trained an adequate number of personnel, and 
constructed sufficient storage facilities, a state-sponsored trading corpo- 
ration would begin to procure the marketed surplus direaly. 

The November 1958 resolutions of the National Development Coun- 
cil were, in fact, part of a carefully orchestrated campaign initiated by 
Nehru to push the Congress party toward a major new program of 

had been organized, and acquiesced in the move because the leaders were adamant in carry- 
ing on their activities unless a formal ban ss'as voted by the AICC. Interview, S. N'. .Mishra, 
New Delhi. 
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agrarian reform in support of the requirements of the basic approach of 
the Second Plan. At the October 1958 meeting of the AICC, Nehru had 
already set the process in motion with the appointment of an agricultural 
production subcommittee, to prepare a draft resolution on an integrated 
program of agricultural development for consideration at the forthcom- 
ing annual session of Congress, scheduled for January 1959 at Nagpur. 
The subcommittee, whose membership was drawn primarily from 
among state part>^ leaders, was influenced in its dehberations by the faa 
that Nehru, who was not a member, '*took an active part” in its work.^^ 
The subcommittee’s report, which was completed for presentation to 
the Working Committee at Nagpur on January' 6, 1959, endorsed an ag- 
ricultural strategy that was almost entirely confined to institutional 
change as the instrument of growth in the rural sector. In a “Resolution 
on Agrarian Organizational Pattern,” approved and edited by Nehru, 
the Working Committee, the Subjects Committee, and the open ses- 
sion unanimously approved an agricultural program that called for the 
immediate transformation of the agrarian structure. The resolution en- 
visaged the completion of aU land reforms, including ceilings on land- 
ownership, within one year, by the end of 1959. It then went on to link 
land reforms to the formation of cooperative farms, and recommended, 
in a departure from the Second Plan, that surplus land should vest in the 
village panchayat rather than individuals and be managed through 
cooperatives of landless laborers. The core of the resolution was an elab- 
oration and expansion of the decisions taken by the National Develop- 
ment Council in November. According to the resolution, “the organiza- 
tion of the village should be based on village panchayats and village 
cooperatives,” both of which were expected to become the “spearheads 
of all developmental activities in the village.” The key passage of the 
Nagpur resolution was the following: 

The future agrarian pattern should be that of cooperative joint farm- 
ing, in which the land will be pooled for joint cultivation, the 
farmers continuing to retain their property rights, and getting a 
share from the net produce in proportion to their land. Further, those 
who actually w'ork the land, whether they own the land or not, will 
get a share in proportion to the work put in by them on the joint 
farm. 

As a first step, prior to the institution of joint forming, sen,dce 
cooperatives should be organized throughout the country. This 

“ Indian Affairs Record (January 1959). 

The AICC constitutes itself as the Subjects Committee at the Annual Sessions to con- 
sider official resolutions introduced for party approval. 
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stage should be completed within a period of three years. Even 
within this period, however, wherever possible and generally 
agreed to by the farmers, joint cultivation may be started. 

The resolution ended with an endorsement for the introduction of 
state trading in foodgrains, including a recommendation to assure a fair 
return to the farmer by setting minimum floor prices at which crops 
might be sold directly to the government. 

Although the Nagpur resolution only reiterated the broad policy goals 
accepted under the five-year plans, it suddenly advanced a concrete 
timetable for agrarian reorganization that significantly shortened the 
transition period to cooperative village management. While the National 
Development Council had spoken of universal membership in service 
cooperatives at the end of the Third Plan, the Congress party suggested a 
new three-year deadline, ending in 1962, the second year of the Third 
Plan. In contrast to the Second Plan, moreover, which envisaged three 
distinct agricultural sectors — cooperative farms, family farms, and the 
common lands of the village — with an indefinite period of transition to- 
ward cooperative village management, the Nagpur resolution accepted 
cooperative village management as the only and the immediate goal of 
agrarian reorganization. 

The Congress party, which had unanimously endorsed the agrarian 
policies in deference to Nehru, was, however, far from united. Many 
delegates opposed and even feared the new programs as a prelude to col- 
lectivization. It was apparent from the debate in the Subjects Committee 
and even in the open session that the opposition was widespread. The 
same uneasiness prevailed in the Working Committee, which formulated 
the resolution. Nehru frankly admitted: “Some of our colleagues [on the 
Working Committee] were opposed to the idea of cooperative farming 
in the beginning. The idea had to be slowly absorbed by all.”’"’ 

Yet, neither Nehru nor the other members of the Planning Commis- 
sion were prepared for the enormous wave of criticism that followed. 
Three of the four basic programs outlined in the resolutions — ceiling on 
landownership, service cooperatives, and coopcrativ'e farming — were al- 
ready incorporated into tv/o five-year Plans, and the fourth — state trad- 
ing in foodgrains — had been accepted by the National Development 
Council in November. But the accelerated timetable and Nehru’s show 
of determination in achieving effective implementation of agrarian re- 
forms galvanized the conservative elements into action. 

Congress Bulletin (January-February 1959), pp. 22-23. 

’■* "Congress Resolution on Agrarian Organizational Pattern." Indian Affairs Record . 5 
(January 1959), 5. 
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Indian Affairs Record (January 1959). 
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timetable for agrarian reorganization that significantly shortened the 
transition period to cooperative village management. While the National 
Development Council had spoken of universal membership in service 
cooperatives at the end of the Third Plan, the Congress party suggested a 
new three-year deadline, ending in 1962, the second year of the Third 
Plan. In contrast to the Second Plan, moreover, which envisaged three 
distinct agricultural sectors — cooperative farms, family farms, and the 
common lands of the village — with an indefinite period of transition to- 
ward cooperative village management, the Nagpur resolution accepted 
cooperative village management as the only and the immediate goal of 
agrarian reorganization. 

The Congress party, which had unanimously endorsed the agrarian 
policies in deference to Nehru, was, however, far from united. Many 
delegates opposed and even feared the new programs as a prelude to col- 
lectivization. It was apparent from the debate in the Subjects Committee 
and even in the open session that the opposition was widespread. The 
same uneasiness prevailed in the Working Committee, which formulated 
the resolution. Nehru frankly admitted: “Some of our colleagues [on the 
Working Committee] were opposed to the idea of cooperative farming 
in the beginning. The idea had to be slowly absorbed by all.”'"’ 

Yet, neither Nehru nor the other members of the Planning Commis- 
sion were prepared for the enormous wave of criticism that followed. 
Three of the four basic programs outlined in the resolutions — ceiling on 
landownership, service cooperatives, and cooperative farming — were al- 
ready incorporated into two five-year Plans, and the fourth — state trad- 
ing in foodgrains — had been accepted by the National Development 
Council in November. But the accelerated timetable and Nehru’s show 
of determination in achieving effective implementation of agrarian re- 
forms galvanized the conservative elements into action. 

” Congress Bulletin (January-February 1959), pp. 22-23. 

“Congress Resolution on Agrarian Organizational Pattern," Indian Affairs Record, 5 
(January 1959), 5. 
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As the Eastern Economist observed: 

The tremendous concern comes because promises and theories are 
now on the point of being committed to action. It was not beheved 
that a government which has not shown any pointed revolutionary’- 
fervour in the last few years, would rush through what is properly 
described as a revolutionary programme. The withdrawal of land 
from a large number of landholders and its distribution is undoubt- 
edly a revolutionary thing. Whether the landless laborers are 
cooperatively grouped or otherwise is not at the moment fundamen- 
tal. The point is that a major property redistribution is taking place 
under cover of a sweeping land reform policy. 

The Nagpur session considered as a whole, moreover, sounded a clear 
danger signal not only to the landlords and traders within the Congress 
party, but also to the industrial and financial elements. An official “Reso- 
lution on Planning,” drafted by Nehru, accepted the principle of an abso- 
lute ceihng on profits in the private sector (in addition to indirect controls 
through taxation), while recommending the organization of public en- 
terprise to yield a planned profit for development.^^ In addition, the 
“ginger group,” led by the deputy minister of planning, S. N. Mishra, 
presented a “nonofficial” Plan Outline that projected a total expenditure 
of Rs. 9,000 crores during the Third Plan — almost double the amount of 
the revised Second Plan. In order to help finance the increased outlay, the 
Plan Outline suggested the socialization of the “vital sectors of trade and 
commerce” and the extension of state trading to import and export ac- 
tivities. Finally, the election of Nehru’s daughter, Indira Gandhi, as pres- 
ident of the Congress party, was widely interpreted as a shift to the left 
within the national organization. Mrs. Gandhi, who signed the man- 
ifesto of the “ginger group, was expected to “introduce new blood 
into the Congress leadership and check a drift toward the rightist trend of 
thought.”^® 

The Nagpur resolution violated an essential requisite for reconciling 
accommodative politics and radical social change. It departed from pre- 
vious assurances to the propertied classes that social reform did not in- 


The Eastern Economist, 32 (January 15, 1959), 205. 

The text of the “Resolution on Planning” adopted at Nagpur is published in Congress 
Bulletin (january-February 1959), p. 20. 

Mrs. Gandhi did not formally become a member of the “ginger group” because she 
did not want it “to grow into some kind of group as such within the Congress.” Hindustan 
Times, February 19, 1959. 

This statement, attributed to A. S. Raju, then general secretary of the Congress party, 
appeared in the Hindustan Times, January 14, 1959. 
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volve their own destruction. Instead, it presented the landed castes with 
the prospect of immediate loss of some land and ofefiective control over 
the rest of their holdings — changes that many interpreted as tantamount 
to expropriation. 

During the months that followed Nagpur, the press gave wide cur- 
rency to the charge that “Sino-socialist minded planners” were plotting 
to collectivize Indian agriculture. There were bitter attacks against 
cooperative farming within the Congress party. Respected elder states- 
men, including C. Rajagopalachari, the retired chief minister of Madras, 
began to write and speak out against agrarian cooperatives as the entering 
wedge of totalitarianism. N. G. Ranga, then parliamentary secretary, be- 
came active in organizing the dissidents inside the Congress parlia- 
mentary party with the apparent intention of breaking from the party. In 
a speech to a farmers’ convention in Mysore state in March 1959, Ranga 
charged in effect that Congress had been captured by the Communist 
party: “It is the irony of things that the very political parties in which we 
reposed our confidence because of their patriotic traditions as against the 
internationalist parties, have now accepted the credit so far as our peas- 
ants and rural economy are concerned, and the communists and socialists 
of Marxist inspiration are now running their suicidal race with the 
Communist Party in their attempts to liquidate our freedom and inde- 
pendence, enterprise and initiative, which are all embodied in our self- 
employed status. 

The disagreements over cooperative farming inside the Congress party 
entered into national debate when the issue was injected into the Lok 
Sabha soon after the beginning of the Seventh Session in early February 
1959. The disparity between Nehru’s forceful statement on cciUngs and 
cooperative farming at a press conference on February and the omis- 
sion of any reference to the Nagpur resolution in the President’s Address 
to the Lok Sabha^^ on February 9 indicated that the Congress party was 
badly divided. President Prasad, who summarized the decisions of the 
National Development Council of May and November 1958 to reduce 
the size of the Second Plan and stabilize expenditures at Rs. 4,500 crores, 
commented only that the government would seek to promote agrarian 

’’ Cooperative Fanning, The Great Debate (Bombay, 1959), p. 28. 

At his press conference, Nehru described the Nagpur Resolution as the product of 
“mature consideration.” He elaborated: “Many months previously, the AlCC met and ap- 
pointed a special committee on planning and another one on agriculture and land reforms. 
They met at some length day after day. They coopted or invited eminent people from out- 
side Congress, economists and others. They gave very full consideration to it. Finally, it 
■was the culmination of numerous discussions, talks, circulars and replies in the Congress 
organization for the last two or three years.” Hindu, February 9, 1959. 

-* The President’s Address is similar in focus to the American State of the Union .Mes- 
sage. 
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reforms, cooperation, and devolution of responsibility to village pan- 
chayats in order to increase production, and that village cooperatives 
would be organized in aU Community Development Blocks. 

Even this pale statement precipitated a bitter attack upon government 
poUcy. Minoo Masani, by then spokesman for the Independent Parlia- 
mentary Group, and a founder-member of the Forum for Free Enterprise 
(a Bombay-based businessmen’s association dedicated to the elimination 
of government controls over private industry), supported two amend- 
ments to the motion of thanks to the President’s Address. They ex- 
pressed the hope that “the reference to cooperation and agrarian reforms 
in the President’s Address do not have specific reference to the proposals 
for joint cooperative farming and for ceilings which have recently been 
adopted by the ruling party.’’ Masani charged that joint cooperative 
farming as envisaged in the Nagpur resolution would put an end to pri- 
vate property rights and pave the way for forced collectivization. In a 
long and emotional speech he argued that 

when the boundaries of the farm have been uprooted, when tractors 
are running over that land which was once six, eight, ten or twenty 
farms, the right of property will mean a mere piece of paper given to 
the peasant to console him by saying, “You once owned so many 
acres; your property is stiU intact. . . .’’ But after a while, the ques- 
tion is raised, “Why should this man who is not working hard or 
not doing as much as the other fellow draw a large share because he 
once owned some land?” In other words, you start by saying that 
the people in the farm will be remunerated partly in proportion to 
the labor contributed. This is fair enough. But this can never last 
because the functionless owner is no owner. His property has ac- 
tually been taken away from him without teUing him so and he is 


“President’s Address Given to the Lok Sabha,” February 9, 1959. Lok Sabha Debates, 
Second Series, 25 (February 9, 1959), 1188. The omission of any mention of the Nagpur 
Resolution or the NDC’s decision to accelerate the cooperative movement prompted S. A. 
Dange, leader of the Communist party in parliament to challenge the sincerity of the Con- 
gress leadership in offering the new program at Nagpur. Dange sarcastically observed: “I 
should like to know despite what has been said about the Congress Resolutions in Nagpur 
whether even one-tenth of the Resolutions is anywhere hinted at in this Address. . . . No, 
they do not want to talk about it. They areuot even decided about it. They are quarreling 
about it. Even Hon. Ministers sabotage land reforms on the matter of ceilings. . . . Their 
own organization talks of ceilings and their own Ministers go denouncing it. . . . What are 
we going to do with these gentlemen? They are in a majority in the States. They are in a 
majority in the Centre. If you pass a resolution about ceilings on land holdings, you cannot 
keep Ministers who are opposed to that in principle. . . . You must remove those Ministers 
who oppose that. But here a pecuhar situation exists. When suddenly the Hon. Prime 
Minister takes up an issue they start opposing it, then they pass it and say; ‘It does not 
matter. Let him talk, we can sabotage him in action.’ ’’ Ibid., p. 1207. 
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being fobbed off with a scrap of paper which a future government 
will have no hesitation in tearing up, because his use to society ends 
on the day on which the farm ceases to be his. ... 1 have no hesita- 
tion in asserting that the resolution passed at Nagpur, whether those 
who passed it are aware or not, is a resolution for collective farming 
of the Soviet-Chinese pattern, and not for genuine cooperative 
farming. 

Masani’s attack against cooperative farming was well received in the 
press. It established the fixed points of the national debate that recurred 
throughout the year. The government, and particularly the prime minis- 
ter, were increasingly constrained to adopt a defensive posture. Al- 
though Nehru clearly did not envisage Soviet or Chinese-stylc coercion 
to implement the Nagpur resolution, he was nevertheless painfully 
aware that “one peasant could not be given the power of veto to prevent 
any change being effected.”^'* Yet, faced with the possibility of splitting 
his own party as the crescendo of criticism mounted, Nehru, in his an- 
swer to Masani in the Lok Sabha on February 19, 1959, felt compelled to 
promise that “no Act is going to be passed by Parliament. . . . There is 
no question of coercion. There is no question of a new law.” Having 
thrown away this card at the outset, Nehru could only fall back on his 
own firm belief in the correctness of the cooperative pattern and his faith 
that the peasantry could be educated to this view. He told the members 
of parliament, “But I do believe in cooperation and I do firmly and abso- 
lutely believe in the rightness ofjoint cultivation. Let there be no doubt. 1 
do not wish to hide my own beliefs in this matter. I shall go from field to 
field and peasant to peasant begging them to agree to it, knowing that if 
they do not agree, I cannot put it into operation.”^® 

Then, in mid-March, a completely unexpected and extraneous event 
— China’s suppression of the Tibetan revolt in transparent disregard for 
the doctrine ofpaticltsheel — began to exert a critical, if indirect, influence 
upon the national debate over accelerated social and economic reform. 
Not only did the Chinese action in Tibet — and more important, en- 
croachments on the border after 1959 — call into question fundamental as- 
sumptions of India’s foreign policy, but it also put the Planning Com- 
mission on the defensive with respect to the Chinese agrarian model. As 
one senior officer of the Planning Commission put it, “we had been em- 
phasizing ‘look at the Chinese cooperatives, see how wonderful they 
are,’ and after Tibet, everything Chinese became taboo. Even those per- 
sons who still believed cooperative farming was the best sort of organiza- 

Ibid., p. 1216. Cooperative Farming: The Great Debate, p. 63. 

Lok Sabha Debates, Second Series, 25, February 19, 1959, 1415. 
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tion dared not say it. Only the prime minister could say it, but hardly 
anyone else.”^® 

Nevertheless, Nehru had become vulnerable to attack on a basic prin- 
ciple of national policy for the first time. As the architect of India’s 
foreign relations, his personal prestige was most directly affected by the 
Chinese action. Almost immediately he began to execute a tactical re- 
treat, tempering his support for the more radical features of the Nagpur 
resolution by minimizing the immediate threat to large landowners of 
the Congress party’s commitment to cooperative farming. Toward the 
end of March, when U. C. Patnaik (Ind., Orissa), moved a private 
member bill in the Lok Sabha, affirming, “this House recommends that 
the question of introducing cooperative farming be given top priority in 
the program of land reforms and agricultural development of the coun- 
try,” Nehru supported a substitute amendment introduced by Ram Sub- 
hag Singh (then secretary of the Congress parliamentary party), which 
gave greater prominence to service cooperatives than cooperative farms. 
The amendment stated: “This House recommends that during the next 
three years every possible effort should be made to organize Service 
Cooperatives all over the country and to develop the spirit of coopera- 
tion in general so that cooperative farms may be set up voluntarily by the 
people concerned wherever conditions are mature.”^’ 

At the same time, Nehru also modified his position at Nagpur that 
cooperative farms should be organized simultaneously with service 
cooperatives “wherever possible.” On March 15, 1959, the Working 
Committee deliberately distinguished two phases of agrarian reform, the 
first of three years’ duration, involving the organization of service 
cooperatives; and the second or final stage, consisting of joint manage- 
ment of village lands. In a “Resolution on Implementing the Nagpur 
Resolution,” the Working Committee asserted: 

Interview, director. Land Reforms Division, Planning Commission, New Delhi, May 
9, 1963. 

Lok Sabha Debates, Second Series, 27, March 28, 1959, 8366. In supporting Ram 
Subhag Singh’s version, Nehru rejected a number of other amendments brought to substi- 
tute for the original resolution, one of which closely paraphrased the text of the Nagpur 
Resolution. Moved by Shri N. B. Maiti, it read: 

This House is of the opinion that the future agrarian pattern should be that of coopera- 
tive joint farming in which land will be pooled for joint cultivation, the farmers con- 
tinuing to retain their property rights and getting a share from the net produce in pro- 
portion to their land. Further, those who actually work on the land whether they own 
their own land or not will get a share in proportion to the work put in by them on the 
joint farm. 

As a first step prior to the institution of joint farming, service cooperatives should be 
organized throughout the country. This stage should be completed within a period of 
three years. Even within this period, however, wherever possible and generally agreed 
to by the farmers, joint cultivation may be started. 
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There has been an attempt on the part of the opponents of the Nag- 
pur Resolution to concentrate their attack on Joint Cooperative 
Farming and divert the attention of the people from Service 
Cooperatives which were essential for a number of reasons, and 
whose success would also open the way for the introduction of Joint 
Cooperative Farming. Joint Cooperative Farming was envisaged in 
the Nagpur Resolution as the ultimate pattern. For a period of three 
years, our main task should be formation of service cooperatives.^” 

Simultaneously, the Working Committee announced an AlCC deci- 
sion to establish a training center for Congress workers who were e.\- 
pected to take an active role in organizing the service cooperatives. They 
also directed the Pradesh Congress Committees to organize state-level 
training programs “so that these trained workers may start organizing 
service cooperatives in different districts.” 

The organizational effort required was a formidable one. In order to 
establish service cooperatives covering every village in India by 1962 — 
the target date of the Nagpur resolution — it was necessary to set up about 
six thousand new cooperatives every month for a period of three years, 
and to train about 70,000 workers annually. Yet, when the Congress 
president, Mrs. Gandhi, attempted to recruit volunteers for the AlCC 
training programs, only six hundred Congressmen came forward. The 
Working Committee’s directive to the Pradesh Congress Committees, 
moreover, instructing them to organize their own state training pro- 
grams was almost universally ignored. By early May, the Working 
Committee was compelled to execute another step backward on the issue 
of agrarian reform. In a “Note on Cooperatives” dated May 8, the com- 
mittee tacitly reverted to the National Development Council’s timetable 
announced in November 1958, of bringing 20 million families into the 
cooperative movement at the end of the Second Plan. This downward 
revision implied — according to the NDC’s calculations — that universal 
membership would not be achieved before the end of the Third Plan, 
compared to the Nagpur target date of 1962. 

Also, by implication, no serious attempt would be made to implement 
joint farming until after the Third Plan. As if to compensate for this con- 
cession, the Working Committee reaffirmed its commitment to the prin- 
ciple of joint cooperative farming, and recommended a program of pilot 
projects in selected areas to establish a relatively small number of 
cooperative farms during the Third Plan. They declared. 

Congress Bulletin (March 1959), p. 128. 

” This was the estimate of L. C. Jain, then genera! secretary of the Indian Cooperative 
Union, the peak organization of voluntary workers in the cooperative field. 
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an impression is growing that for the time being we are shelving the 
question of joint cooperative farming, but this is far from the truth. 
Service cooperatives can mobihze internal and external resources in 
money and material while joint cooperative farms can, in addition, 
mobihze labor, which happens to be the most abundant resource 
and can also reduce farming costs. It is necessary that simultaneously 
with the program of setting up service cooperatives, we have a pro- 
gram to organize joint cooperative farming in related areas to begin 
with. If each State Government can attempt in one Block area, an 
integrated land reforms program immediately, it would be easier to 
set up joint cooperative farms. 

The first AICC training camp in cooperation was scheduled to be held 
in Madras on June 1, and accommodate one hundred state-level trainees 
so that “one or two men in each State may soon be in a position to carry 
forward the program and themselves undertake to a certain extent the 
training of other classes of workers. Each of the state-level workers 
was subsequently expected to work full time for at least one year in 
promoting the cooperatives through the organization of propaganda and 
training programs at the district, mandal, and village levels. The training 
course at Madras was to be six weeks long, and to include forty-two lec- 
tures on Congress, sodafism, and the cooperative movement, as well as a 
number of field trips to cooperative institutions. 

Long-term plans were also announced for a series of three to four- 
month AICC training camps for district and mandal-level party work- 
ers, during which trainees would receive theoretical instruction in 
socialist ideology and cooperative development, and visit a number of 
primary, district, and state-level cooperative institutions. According to 
the announcement, 

the duty of the Congress workers in fact wiU be to build up and sus- 
tain the enthusiasm of the public for the cooperative cause and help 
to keep the tempo of progress at the pace and in the direction indi- 
cated in the national plan. This will mean: (1) helping the organiza- 
tion of societies by providing local leadership; (2) ensuring efficient 
workings of societies by (a) assisting them in mobihzing local capi- 
tal; (b) helping them to draw up a production plan, expressed in 
terms of resource requirements; (c) seeing to it that production re- 
quirements including credit, are received and distributed to the cul- 
tivator in time; and (d) helping artivity in the hnking up of credit 
with production and credit with marketing; (3) preparing the 
ground for more active collaboration of the members in the pro- 


Congress Bulletin (April-May 1959), p. 297. 


31 Ibid., p. 299. 
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cesses of farming which will quicken the progress towards full-scale 

cooperative joint farming. 

None of these camps were held. The projected AICC training pro- 
grams were completely abandoned after June 1959 for lack of support at 
all levels of the Congress party organization. 

The record of implementation on state trading in foodgrains was 
hardly more encouraging than the performance on cooperative policy. 
At the outset, a tendency toward conciliation of the landowning and 
trading interests in the party was evident in the modified Scheme for 
State Trading in Foodgrains^^ presented to the Lok Sabha on April 2, 
1959. A. P. Jain, the Union minister of food and agriculture, cited several 
administrative and organizational obstacles in the way of undertaking 
full state trading immediately, including lack of storage space for large 
buffer stocks. The scheme, as presented, provided for two stages of im- 
plementation. During the first or interim period, of unspecified duration, 
wholesale traders would be permitted to continue as licensed traders and 
to make purchases from the farmer on their own behalf, but only at fixed 
maximum prices. The government would then have the right to acquire 
a portion or the whole of these stocks at controlled prices. Traders would 
be permitted to sell the remainder, also at controlled prices, to retailers. 
At the same time, during the initial stage, government would not in 
practice attempt to purchase the entire marketed surplus. Rather, during 
the first two years of state trading, the food ministry envisaged that only 
fifteen percent of the wheat and rice surpluses would be procured. Dur- 
ing this period, the government did plan to establish a state trading 
agency to make direct purchases in the rural areas from the farmers, al- 
though cultivators would be free to sell either to the government or to 
private traders at uniform prices fixed for the whole region or state. Re- 
tail prices, moreover, were not controlled under the scheme. Instead, it 
was planned to multiply the network of government-supplied fair-price 
shops in the large urban centers. In a final reassurance to the larger pro- 
ducers and traders, it was announced that all state trading operations 
would be undertaken on a no-profit, no-loss basis. 

The “ultimate pattern” of state trading in foodgrains was postponed 
until the second stage. At that point, farm surpluses would be collected 
through “the marketing cooperatives and the apex marketing coopera- 
tives for distribution through retailers and through consumers coopera- 

p. 303. 

The scheme was initially developed by a group of officers from the Ministry of Fi- 
nance, the Planning Commission, the Reserve Bank, and the Food and Agriculture .Minis- 
try. It was approved by the Cabinet injanuary. circulated to the states for comment, subse- 
quently revised, and then submitted to the Lok Sabha for approval. 
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tives,” thereby eliminating private traders from the wholesale trade. No 
time limit, however, was set for achieving the ultimate pattern. In prac- 
tice, the pace of progress toward this goal depended on the rate at which 
the states organized marketing cooperatives and consumers cooperatives 
and constructed godowns for storage.^** 

The state governments accepted the watered-down version of the 
Planning Commission’s scheme with relief, but little enthusiasm. Many 
of the chief ministers, particularly those of the surplus states (Andhra 
Pradesh, Madras, Punjab, and Orissa), were reluctant to implement the 
new policy. They hesitated to take any action at all against the larger 
producers, millers, and traders, many of whom were members of the 
Pradesh Congress Committees or the state legislative assemblies, and 
often heavy contributors to the party. In this general reluctance, the chief 
ministers were supported by the Union food and agriculture minister, 
A. P. Jain, who as former president of the Uttar Pradesh Congress 
Committee, was sympathetic to the problems of the state leadership. 

During the remainder of his tenure as food minister, until his resigna- 
tion in August 1959, Jain made almost no effort to establish a state trad- 
ing organization, a price stabilization board, or to build government 
godowns in which large buffer stocks might be stored. In all these areas, 
he attributed his ministry’s inaction to organizational and administrative 
difficulties. 

During the 1958/59 crop season, the food ministry and the state de- 
partments of agriculture did little more than elaborate upon the policy of 
ad hoc controls first adopted in 1957. Zonal restrictions on the move- 
ment of rice and wheat were retained for the remainder of the Plan, with 
periodic changes in zonal boundaries to fadhtate government procure- 
ment and food distribution.^^ 

The state governments demonstrated a minimum level of compliance 
with national policy. They began to license wholesale dealers, roller flour 
mills and rice mills from the end of 1958. Wholesale traders were re- 
quired to have a license for the purchase, sale, and/or storage of food- 
grains, and to keep records for government inspection, including names 
of places at which foodgrains were stored, minimum quantities stored, 
opening stocks on each day, purchases and sales, price per maund 

The text of the government’s Scheme for State Trading in Foodgrains is published in 
the Lok Sabha Debates, Second Series, 28, April 2, 1959, 9290-95. 

In February 1959, the Wheat Zone, encompassing Rajasthan, Bombay, and Madhya 
Pradesh, was dissolved, and each of these states was established as a separate zone to facili- 
tate government procurement. In December, the surplus rice-producing state of Orissa was 
combined with the deficit state of West Bengal to form the Eastern Zone and alleviate food 
shortages in West Bengal. Subsequently, the zonal boundaries were altered many times 
either to facilitate movement on private account or to restrict movement and facilitate gov- 
ernment procurement, depending on current market conditions. 
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charged, and closing stocks each day. Several state governments acting 
on behalf of the central government, and in some cases on their own ac- 
count, also undertook procurement of foodgrains in surplus districts at 
maximum fixed prices, either on the basis of voluntary offers or compul- 
sory levy.^® 

It was soon apparent that the introduction of partial controls on the 
purchase and sale of rice and paddy actually contributed to a decline in 
market arrivals, which in almost all states failed to increase propor- 
tionately with output. Although the Center and the state governments 
were able to procure over 1.4 million tons of rice in 1958/59 (roughly half 
of this through open market purchases and the remainder through com- 
pulsory levy), 3’ this was not sufficient to supply the needs of deficit 
states. Between March and August 1959, rice prices continued to rise in 
the Southern Zone, and were higher than in the previous year, while the 
all-India wholesale index of prices rose from 91.5 percent in March 1959 
to 112.7 percent in August. 

Virtually the same situation developed in the major wheat-producing 
states when the state governments introduced statutory price controls for 
the 1958/59 season. Despite a bumper crop, market arrivals were re- 
ported to be only a small fraction of normal. Government procurement 
reached only 216,000 tons. Prices were prevented from rising only by 
large releases of PL 480 wheat from the fair-price shops. 

Continuing food shortages and rising prices throughout the 1958/59 
crop season, in spite of a record harvest, discredited the government’s 
program for state trading in foodgrains by the end of 1959. Although the 
Planning Commission privately blamed the food ministry and the state 
governments for the failure effectively to implement state trading in 

In the Southern Zone, Andhra Pradesh announced maximum controlled prices for the 
purchase and sale of rice and paddy in January 1959, but only in respect to wholesale quan- 
tities, and for eight surplus districts. Maximum controlled prices were also imposed for 
wholesale quantities of foodgrains throughout the state of Madras in January 1959; and 
throughout Mysore in February. During the first six months of controls, the Andhra gov- 
ernment received assurances from the Andhra Pradesh Rice Millers Association that their 
member mills would cooperate with government by surrendering 40 percent of their pro- 
duction to the state at the controlled prices. When the mills failed to honor this agreement, 
government imposed a compulsory levy in June 1959. In Madras, a 50 percent levy on 
mills, 25 percent levy on wholesale dealers in rice, and 50 percent on wholesale dealers in 
paddy was imposed in January 1959. Subequently, millers were required to sell an addi- 
tional 25 percent of their production at controlled rates to bulk customers. In Mysore as 
well, the state government imposed a 50 percent levy on all rice mills and wholesale dealers. 
However, the state governments did not attempt to institute monopoly procurement or to 
apply price controls at all levels of the distribution system. 

Government procurement was most successful in Madhya Pradesh (550,000 tons) and 
Orissa (220,000 tons) where the price structure was most favorable. At the same time, gov- 
ernment was able to procure only 100,000 tons of rice in Andhra Pradesh, 130,000 tons in 
Madras, and 30,000 tons in Mysore; “State Trading in Rice and Wheat,” Agricultural Situa- 
tion in India, 14 (December 1959). 
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foodgrains, mounting political dissatisfaction in the states among the 
larger producers and traders caused Nehru to suspend the scheme. Jain 
was finally forced to resign rs food minister in August 1959. But Nehru 
apparently felt constrained to replace him with another powerful state 
party leader, S. K. Patil, the head of the Congress party organization in 
Bombay. Patil immediately made it clear that he would not implement 
state trading in foodgrains except as a last resort. 

Shortly after Patil took office, orders relating to price controls and 
compulsory levy on rice were withdrawn in Mysore, Madras, Bihar, and 
West Bengal, and all purchases on government account were suspended. 
In Punjab, Madhya Pradesh, and Orissa, government purchases were 
continued on the basis of voluntary offers at competitive prices. In 
Andhra and Uttar Pradesh, ad hoc price controls and levies continued to 
be applied from time to time in the surplus districts, but Assam became 
the only rice-producing state to establish monopoly procurement 
through the Cooperative Apex Marketing Society of the state. 

Uttar Pradesh also stood alone in retaining maximum controlled prices 
and levy with respect to wheat. Punjab, Rajasthan, and Madhya Pradesh 
confined their purchases mainly to the open market on the basis of volun- 
tary offers. They subsequently imposed price controls and levies in the 
surplus districts only during periods of acute shortage. 

For the remainder of the Second Plan, the food ministry under S. K. 
Patil openly abandoned all attempts to implement state trading in food- 
grains, and relied instead upon wheat imports under PL 480 and some 
commercial imports of rice to build a central buffer stock that could be 
used to stabilize foodgrains prices. In May 1960, under Patil’s leadership, 
India signed a new agreement with the United States to supply 16 miUion 
tons of wheat and one miUion tons of rice over a four-year period. 

Toward the end of 1958, as the first position papers on the Third Plan 
appeared, the national leadership was becoming more deeply entrapped 
in the contradiction between the economic and pohtical development 
strategies. It was clear that the overall pace of agrarian reorganization had 
to be accelerated if the economic strategy were to be saved. At the same 
time, the needs of the Plan were in conflict with the requirements of 
maintaining pohtical consensus inside the Congress party on the rate and 
scope of institutional change. 

The prehminary proposals on the approach to the Third Plan revealed 
the growing dimensions of this dilemma.The domestic resource base 
was more narrow than had been anticipated. The increase in aggregate 
national income by the end of the Second Plan was expected to be closer 
to 20 percent than the 25 percent targeted. In per capita terms, the gain 
was reduced to about 9 percent (one-half the projected level) by popula- 
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tion growth rates of over two percent compared to the original estimate 
of 1.2 percent. In addition, forced reductions in financial outlay for the 
Second Plan inevitably created a shortfall in the employment target. 
This, together with a larger increase than anticipated in the labor force, 
meant that India would begin the Third Plan with a backlog of unem- 
ployment approaching some 9 millions, and new entrants into the labor 
force estimated at 17 millions. Finally, until basic capital goods industries 
could be established, the continuing foreign exchange shortage meant 
that a large industrial plan would require much higher levels of external 
assistance than earlier envisaged. 

Against this background, the planners calculated that aThird Plan out- 
lay of Rs. 10,000 crores (of which about two-thirds was in the public sec- 
tor) was the minimum necessary to maintain “satisfactory results in 
terms of increases in national income [of 5 to 6 percent annually] and 
employment.”^® Yet, there was virtually no possibility of raising this 
amount from conventional budgetary sources. The “Dimensional 
Hypotheses Concerning the Third Five Year Plan,” prepared in the Per- 
spective Planning Division of the Planning Commission in December 
1958, once again linked the high target for net investment with “massive 
mobilization of surplus manpower for carrying out projects of perma- 
nent improvement.” According to the planners, “if this [could] be done 
on a sufficiently large scale all over the country, in the main without 
recourse to normal wage payments, not only the main difficulty of em- 
ployment but of investible funds would be substantially eased. In ad- 
dition, the Planning Commission’s calculations of major sources of gov- 
ernment investment also placed primary importance on greater taxation 
of the rural sector, both directly through levies on agricultural produc- 
tion and/or land, and indirectly, through profits from state trading. 

The same themes were echoed in the Planning Commission’s formal 
memorandum on “Main Issues Relating to the Third Five Year Plan” 
presented to the National Development Council in April 1959. The re- 
sources position was bleak. A preliminary examination indicated that no 
surpluses were available to government at existing rates of taxation. Cur- 
rent account deficits would begin to appear as some of the plan expendi- 
tures in the Second Plan became “committed” revenue expenditures in 
the Third. Sizeable fresh taxation would be necessary just to balance the 
revenue accounts. Imports for industrial projects would have to be met 
almost entirely from external assistance, and the “utmost care will have 
to be exercised to avoid generating inflationary pressures that might 
upset internal price stability and react adversely on the balance of pay- 
ments by reducing exports and increasing imports.”'*'’ 

Hanson, The Process of Planning, p. 173. Ibid., p. 176. 

Planning Commission, Main Issues Relating to the Third Five Year Plan , p. 20. 



176 


FAILURES OF IMPLEMENTATION 


According to the planners, the most important factor in maintaining 
the delicate financial balance required for the success of the Third Plan 
was the “order of increase achieved in agricultural production.” Their 
calculations indicated that the magnitude of necessary growth was no less 
than an annual rate of 8 to 9 percent per year,'^’^ compared with past 
performance of little over 3 percent. The tight resources position further 
intensified the need for increasing agricultural production through “ad- 
ministration and organization and enthusing the people. On the pro- 
duction side, major emphasis had to be placed on building up capital as- 
sets through making use of idle manpower. Even in fulfilling re- 
quirements for primary schools, drinking-water wells, roads, and other 
amenities, it would be necessary for local governments to share the fi- 
nancial burden with the state by raising taxes to qualify for matching 
grants. The primary responsibihty of providing credit for production, 
and of undertaking sale of production inputs as well as marketing of 
foodgrains had to be shouldered by village multipurpose service coopera- 
tives linked to primary marketing societies. Finally, against the back- 
ground of dangerously high levels of inflation during the Second Plan, 
state trading in foodgrains was essential for stabiHzing the prices of essen- 
tial commodities. Such economic compulsions made it impossible to 
postpone any longer effective implementation of plan pohdes for basic 
agrarian reorganization. Nehru once again applied pressure against the 
chief ministers of the states. At the April 1959 meeting of the National 
Development Council, he summed up the thinking of the planners in the 
proposition that the “main aims” of the Third Plan had to be “bring[ing] 
about institutional change. V. T. Krishnamachari, deputy chairman of 
the Planning Commission, elaborated on this goal by expressing the 
hope that “eventually the village cooperative would take up cooperative 
farming as the general form of management of agricultural land.”'*'* 

The state leaders once again publicly deferred to Nehru. They accepted 
the main principle of pursuing rural development through large-scale 
mobilization of local capital and manpower by village cooperative and 
panchayat institutions. They went on record to support the Planning 
Commission’s position that cooperatives should subsequently be formed 
on the basis of the village as the primary unit (barring cases of very small 
villages, when the scope of the societies might be expanded to include a 
population of about 1 ,000). They gave explicit recognition to the link be- 
tween the decision to organize village cooperatives and plans for 
cooperative farming, and agreed that “in implementing cooperative pol- 

AW., pp. 20-21. Ibid., p. 20. 

Planning Commission, Summary Records, Twelfth Meeting of the National Develop- 
ment Council, New Delhi, April 3 and 4, 1959. 

** Ibid., p. 64. 
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icy ... it was also essential to keep in view the fundamental objectives of 
cooperation at the village level, more especially the objective of joint 
cooperative farming on a village basis. Neither was there any chal- 
lenge to the policy of state trading in foodgrains as the key to price 
stabilization. Altogether, dissent was so restrained that Nehru appeared 
to believe he had finally gained the active support of the state leadership. 
His assessment of the discussions was that they revealed “a considerable 
measure of agreement with the broad approach” and only “slight varia- 
tions of emphasis here and there.”''* 

The appearance of a united party was reinforced during the week-long 
Ooty Seminar organized by the AICC in June 1959 to discuss strategy, 
resources, and economic and social objectives of the Third Plan.*'’' Both 
Nehru and V. T. Krishnamachari were present to underline its impor- 
tance as a strategy-making meeting. An important part of the delibera- 
tions of the conference was devoted to defining the implications of the 
socialist pattern for a strategy of resource mobilization. 

As in 1955, most of the discussion on financial resources for the Third 
Plan revolved around the implementation of institutional change as the 
most effective method for mobilizing agricultural savings and surpluses. 
The notion that organization of cooperatives and state trading in food- 
grains could create and mobilize much higher levels of agricultural out- 
put and savings permeated all discussion about resource mobilization in 
the rural areas. Asserting that “the establishment of a network of Pan- 
chayats and service cooperatives in the rural areas and development of 
joint farming and State trading in foodgrains have a key role to play in 
the creation and mobilization of surpluses in the agricultural sector, ”‘’® 
the seminar reiterated support for the major elements of the agricultural 
development strategy; (1) service cooperatives should be organized 
rapidly; (2) credit should be extended on the basis of an approved pro- 
duction plan; and (3) marketing and the distribution of supplies should be 
undertaken by the village society in conjunction with state trading in 
foodgrains and other consumer articles. In contrast to the food ministry’s 
earlier assurances in April 1959 that state trading in foodgrains would be 
conducted on a no-profit, no-loss basis, the Ooty Seminar recommended 

Ibid., p. 85. Ibid., p. 70. 

According to the official report, the seminar considered and rejected the view pre- 
sented by “some of the participants” that the Third Plan should give higher priority to 
stimulating production in both agriculture and industry than to the redistribution of in- 
come, and should devise fiscal policies as incentives to investment whether or not they fa- 
vored the private sector. Instead, the Ooty Seminar reiterated the official position that the 
aim of the Third Plan should be to take the country “a significant step forward to its goal of 
a socialist society.” All India Congress Committee, Report of the Congress Planning Siib- 
Commillee (New Delhi, 1959), p. 21. 

‘'® All India Congress Committee, Congress Planning Subcommittee, Ooty Seminar, 
May 30 to June 5, 1959, Papers Discussed (New Delhi, 1959), p. 106. 
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maximum fixed prices for foodgrains and other essential commodities to 
earn a profit for development.**^ 

The seminar also endorsed V. T. Krishnamachari’s position that utili- 
zation of idle manpower resources could make a “significant” contribu- 
tion to the finances of the Third Plan. The deputy chairman of the Plan- 
ning Commission suggested four different ways in which panchayats 
might use local labor for development activities: (1) to enforce customary 
obligations upon the community or the beneficiaries of development 
projects to excavate field channels and carry out contour bunding; (2) to 
undertake community projects to build up assets belonging to the village 
as a whole (tanks, fisheries, fuel plantations, and common pastures) 
through voluntary contributions of capital as well as labor; (3) to con- 
struct social amenities projects under the Community Development pro- 
gram and qualify for matching government funds by donating an equiva- 
lent of money or labor; and (4) to form labor cooperatives of skilled or 
semiskilled workers to execute Plan projects at the village level in the 
place of private contractors. With the exception of the fourth category of 
rural works projects, for which villagers would be paid at village rates, 
every other program that Krishnamachari proposed envisaged the 
mobilization of surplus manpower without payment, or with only token 
payment. All of these schemes depended on local institutions for effective 
implementation and presupposed the reorganization of the village econ- 
omy around cooperatives and panchayats. 

The recommendations of the National Development Council and the 
Ooty Seminar, coming on the heels of the Nagpur resolutions, inten- 
sified the growing sense of alarm. The greatest apprehension was voiced 
by the Forum of Free Enterprise (FFE). Minoo Masani, the FFE’s most 
articulate spokesman, warned that the ruling party had now embarked 
on a direct assault to cripple the free enterprise system. He urged the 
immediate necessity of forming a new political party capable of offering a 
viable conservative alternative at the national level to the Congress 
party. 

This was not entirely a new idea. The FFE had experimented in this 
direction during the 1957 elections by endorsing selected candidates, al- 
most all of whom were defeated. The experience alerted them to two 
major obstacles in the way of organizing a free enterprise party. First, 
public attitudes toward private business were either too negative or 
apathetic to expect a popular response to a capitahst appeal. Second, the 

The seminar stated plainly that the state trading corporations’ “contribution to the re- 
sources will be determined by the difference between purchase price and sale price.” Ac- 
cording to one estimate, by the economist V.K.R.V, Rao, profits from state trading could 
be made to yield between Rs. 500 and Rs. 700 crores for development over a five-year 
period. 
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business community itself, while favorably inclined by ideology and in- 
terest, was also reluctant to extend open support for fear of jeopardizing 
relatively profitable working relationships with the government. Then in 
1959, the Nagpur resolutions suddenly presented the FFE with “some- 
thing of a godsend. The proposals for cooperative village manage- 
ment appeared to offer the first opportunity for organizing a mass-based 
free enterprise party by exploiting the fears of large and small land- 
owners alike. Almost immediately, the FFE set out to identify them- 
selves with the interests of the landowning classes by arranging a series of 
open meetings whose main purpose was to denounce the Nagpur pro- 
posals as harbingers of collectivization. 

The first signs of a positive response to Masani’s initiative from inside 
the Congress party came from expressions of support by prominent dis- 
sidents. By May 1959, both C. Rajagopalachari and N. G. Ranga were 
ready to join Masani in the call for the formation of a new party. At the 
June meeting of the All-India Agricultural Federation (a small interest 
group hastily organized by large landowners in 1958 to protest the Nag- 
pur proposals), Ranga and Rajagopalachari joined hands with Masani to 
announce the creation of the Swatantra (Freedom) party. The role of ag- 
riculturists in the formation of the new party was deliberately em- 
phasized by the selection of Ranga, a veteran peasant leader, as president, 
and in the official slogan, devised by Rajagopalachari, “freedom of man, 
freedom of the farm and the family as against the attack by to- 
talitarianism on the freedom ofeverybody.”®^ By far the most disturbing 
aspect of the challenge to the national Congress leadership was the simi- 
larity between Swatantra’s aggressive antagonism to government con- 
trols over the economy, and deep-seated resentment among strategic 
elites of the Congress party over the same policies. 

As preparation on the Draft Outline got underway, the impact of 
domestic political dissent was suddenly magnified by a reinforcing set of 
pressures from external sources. The Planning Commission’s increas- 
ingly radical rhetoric also raised apprehension among Western aid- 
givers, including the World Bank and Consortium powers. They ex- 
pressed the view that India’s public sector program was overly ambitious 
and that private enterprise in collaboration with foreign private capital 
should be assigned a larger role. The United States, in particular, op- 
posed the primary emphasis on heavy industry in the pattern of invest- 
ment allocation, and urged a revised set of priorities to give first claim on 
resources to agriculture. The most influential statement of the American 
position appeared in April 1959, with the publication of the Ford Founda- 

Howard L. Erdman, The Su'alatitra Party and Indian Conservatism , p. 69. 

Ibid., see chapter 4 for detailed account of the FFE’s tactic of identifying the founders 
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tion’s Report on India’s Food Crisis and Steps to Meet It. Asserting that India 
would have to increase the rate of growth of foodgrains by two to three 
times existing levels merely to meet minimum requirements at the end of 
the Third Plan, American experts argued: “It is clear to us that food pro- 
duction increases at the rate required . . . cannot be reahzed unless an 
all-out emergency programme is undertaken, and adequate resources are 
made available. This means that agricultural development must be given 
the highest priority among all categories of development for the remain- 
der of the Second Five Year Plan and for the entire Third Plan period. 

Although Indian planners were in agreement with the experts’ assess- 
ment that the success of the Third Plan required doubling or trebling the 
rate of growth of foodgrains production, there was obvious divergence 
on the question of how best to achieve this target. The Ford Foundation 
report implicitly criticized the entire approach of institutional change as 
the keystone of the agricultural strategy. Instead, it echoed the food 
ministry’s position in favor of a technocratic approach based on price in- 
centives to individual farmers for higher private investment in modem 
inputs, especially fertilizers. Simultaneously, the report recommended 
the formula, abandoned in 1952 on the grounds of social equity, of an 
intensive and selective development strategy, involving the concentra- 
tion of a combination of modern practices — improved seeds, chemical 
fertilizers, and pesticides — in irrigated areas of the country. It argued the 
case solely from the perspective of maximizing growth goals: 

The immediate potential for increased wheat and rice production 
lies in certain districts which have previously shown appreciable in- 
creases in yields. These districts have irrigation facilities and the 
farmers are anxious to apply technological knowledge in order to 
further increase yields. Special consideration would be given to about 25 
rice districts in Punjab, parts of Uttar Pradesh, Madhya Pradesh and Bihar. 

In many of these specif ed districts, yields of rice and wheat can be doubled, if 
the scientfc approach is utilized and all factors of production are made 
available in optimum quantities. 

The effect of these mutually reinforcing pressures on the planners as 
they worked to give final shape to the Draft Outline was to once again 
strengthen the tendency toward political compromise on the pace of 
structural change. Even so, the planners resisted the pressure to redefine 
basic socialist principles of economic policy or methods of development. 

The Draft Outline published in June 1960 kept total Plan outlay high, 
at an estimated Rs. 10,250 crores, of which Rs. 7,250 crores (70 percent) 

Ministry of Food and Agriculture and Ministry of Community Development and 
Cooperation, Report of India's Food Crisis and Steps to .Meet It, p. 13. 
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was in the public sector. The Planning Commission did make an impor- 
tant concession on the public-to-private investment ratio in industries 
and minerals. The initial projection of the Dimensional Hypotheses of a 
67 : 33 percent balance in favor of the public sector was lowered in the 
Draft Outline to approximately 60 : 40 percent, the same target adopted 
in the Second Plan. Against the actual division of public-to-private in- 
dustrial investment, which averaged 56 ; 44 percent over the preceding 
five-year period, the reduced ratio meant that in the last year of the Third 
Plan the share of the public sector in organized manufacturing industries 
would still be somewhat less than one-fourth of the total, and in mineral 
production, approximately one-third. 

The planners also made substantial revisions in favor of the partisans of 
agriculture in the distribution of investment outlay. As late as October 
1959, working estimates of agriculture, community development, and 
irrigation had amounted to only 16 percent of total Plan outlay.®^ By the 
time the Draft Outline was published eight months later, the share of 
these three heads of development accounted for more than 23 percent of 
total investment. In addition, the planners projected very large increases 
in outlay on fertilizers, from less than Rs. 30 crores in the Second Plan to 
Rs. 240 crores in the Third Plan. Public sector capacity was expected to 
increase from about 144,000 tons of nitrogen in 1959 to 800,000 tons in 
1961. The private sector was also expected to provide 200,000 tons, to 
bring total capacity for the production of nitrogen to one million tons by 
the end of the Third Plan. 

The increase in the ratio of agricultural investment to total Plan outlay 
(from the initial projection of 16 to 23 percent), raised the absolute 
amount of expenditure by 70 percent over Second Plan levels. At the 
same time, output of foodgrains was expected to grow 33 to 40 percent 
over the Third Plan period, about 6 to 8 percent annually; as opposed to 
the actual achievement of approximately 16 percent (3.3 percent per an- 
num) during the Second Plan. The Planning Commission, therefore, 
was proposing to more than double the rate of growth in foodgrains 
production, while increasing total expenditure on agriculture by about 
70 percent. This might have been compensated by much larger expendi- 
tures projected for fertilizer, except that the planners refused to alter their 
basic approach to the distribution of agricultural inputs. Specifically, the 
Draft Outline reiterated the principle of all-India coverage under the 
Community Development program. Available resources were to be 
spread thinly and evenly throughout the country in an effort to reach all 
farmers. The Ford Foundation’s recommendation for an intensive and 

Planning Commission, Third Five Year Plan, p. 14. 
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selective development program in irrigated areas was accepted only as an 
experimental pilot scheme to be started sometime during the five-year 
period in one district in each state. The Intensive Agricultural Develop- 
ment Program (lADP), moreover, was clearly tacked on to the existing 
development strategy as an additional technical element that did not rep- 
resent a reorientation of the basic community approach. Indeed, the 
planners made a special point of their intention in the selected districts to 
make “a concentrated effort ... to reach all farmers through cooperatives 
and panchayats and to organize village production plans which will in- 
volve aU agricultural families. 

As in the Second Plan, the Planning Commission emphasized that 
financial outlay would have to be supplemented in the rural sector by the 
use of idle manpower “to the maximum extent possible.” The planners 
made detailed recommendations for five categories of rural works proj- 
ects, which corresponded almost exactly to the proposals offered by 
V. T. Krishnamachari at the Ooty Seminar. Commenting on these pro- 
grams, the Planning Commission returned to a familiar theme: “In the 
main, it is through the participation of millions of peasant families in vil- 
lage production plans and in large-scale programs of irrigation, soil con- 
servation, dry farming and the development of local manurial resources 
that the major agricultural objectives are to be reached. The question, 
therefore is, how in the conditions prevailing in India, the manpower re- 
sources available in the rural areas can be effectively harnessed for devel- 
opment.”^'^ 

Institutional change, especially the organization of village cooperatives 
and panchayats, was once again assigned the central role of rural resource 
mobihzation. The planners envisaged that each panchayat would prepare 
a village production plan to ensure aU cultivators a supply of credit for 
improved agricultural inputs; and to involve the entire community in the 
construction of capital assets through the digging of field channels, dig- 
ging and maintenance of tanks, and contour bunding. Conversations 
with state governments were reported to be in progress to determine 
whether a number of compulsory labor days could be prescribed, and 
how “with the maximum consent possible, this system can be brought 
into operation on a large enough scale. The village panchayats were to 
be vested with executive powers, especially the authority to undertake 
construction and maintenance of field channels and minor irrigation 
works when the beneficiaries failed to do so, and to reahze the costs from 
the farmers concerned. The Planning Commission’s formal endorsement 
of the new scheme of democratic decentrahzation or Panchayati Raj — the 
creation of indirectly elected Block Panchayat Samitis and District 

Planning Commission, Third Five Year Plan, A Draft Outline, p. 150. 
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Parishads to administer the Community Development program — 
reflected the hope that more active popular involvement Avould result in 
greater support for agricultural development schemes requiring local 
contributions in manpower and other resources. 

Cooperatives were again assigned primary responsibility for arranging 
credit and supplies. Altogether, primary agricultural societies were ex- 
pected to provide short-term production loans amounting to some Rs. 
400 crores, more than double the amount achieved by the end of the Sec- 
ond Plan. Credit was to be linked to marketing, and village societies 
were expected to serve as channels for the disposal of the agricultural 
surplus. The planners reiterated that cooperation in credit was only “the 
beginning of cooperation.” Cooperation had to be extended from credit 
to “a number of other activities in the village, including cooperative 
farming, until it encompasses all aspects of rural life.”®® 

The critical questions of a timetable for land reforms, the organization 
of cooperatives, and the introduction of state trading in foodgrains nev- 
ertheless went unanswered. The planners did no more than note the re- 
cord of ineffective implementation of land reforms, and reiterate the need 
for regulation of rents, security of tenure, ownership rights for tenants, 
and a ceiling on landownership. Tentative targets for the organization of 
cooperatives revealed that the Planning Commission and the Ministry of 
Food and Agriculture were still locked in disagreement on the pace of 
agrarian reorganization. According to the Draft Outline, each state was 
expected to work out programs for cooperative development “with due 
regard to the objectives of bringing all rural families within the coopera- 
tive movement by the end of the Third Plan.”®® At the same time, the 
planners reproduced targets for the organization of cooperatives to be 
considered “illustrative” by the states, which had been recommended by 
the Ministry of Food and Agriculture’s Working Group on Cooperative 
Policy in December 1958. They envisaged that only 74 percent of the ag- 
riculturist population would be members of primary village cooperatives 
at the end of the Third Plan.®^ No detailed program for the introduction 
of state trading in foodgrains and other essential commodities was in- 
cluded in the Draft Outline at all. All of these questions were left for 
negotiation between the state chief ministers and the Planning Commis- 
sion in the discussions on the state plans that followed the publication of 
the Draft Outline. 

The final version of the Third Plan revealed that the Planning Com- 
mission had been completely unsuccessful in convincing the state leaders 
to accept an accelerated pace of agrarian reorganization. On the contrary, 
the chief ministers prevailed in making their case for even greater conces- 
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sions to the landed classes as the price of party unity. The state chief 
ministers, who still did not openly oppose the new agrarian policies in 
principle, argued privately for a cautious approach to implementation. 
They cited a number of administrative and organizational difficulties in 
the way of immediate apphcation of ceihngs and formation of coopera- 
tive farms. Above all, they warned that precipitous action could force 
large-scale defections from the Congress party only months before the 
next general elections.®^ 

Contradictions between Plan policies and programs in the rural sector 
not only remained, but grew worse. The planners failed to get the state 
leadership’s recognition of land reforms as a positive program of devel- 
opment and an integral part of the community-based effort to increase 
agricultural production. Yet, they endorsed proposals for a comprehen- 
sive rural works program that envisaged very little government assist- 
ance and only limited wage employment, amounting to subsistence 
payments in cash or kind for particular projects. Under the Third Plan, 
moreover, mobilization of idle manpower remained a voluntary pro- 
gram. The planners, in deference to the state leadership, dropped their 
earher proposal for establishing a labor tax in rural areas. 

Some of the worst discrepancies occurred in the provisions for organi- 
zation of cooperatives. Although the Planning Commission emphasized 
that “all famihes in the village, especially those engaged in cultivation, 
must be involved in the agricultural effort through the village coopera- 
tive,”®^ attual membership targets were substantially lower than the Na- 
tional Development Council’s November 1958 projection, and even less 
than the food and agriculture ministry’s “illustrative” figure of 74 per- 
cent cited in the Draft Outhne. The target accepted by the Planning 
Commission, after consultation with the states, was membership of 37 
million cultivators in primary cooperatives by 1965/66, more than double 
the 1960/61 membership levels, but only some 60 percent of the agricul- 
turist population. Despite the fact that the pace of organization had been 
significantly slowed down, an even greater burden was placed on the 
cooperatives for financing agricultural production. Short-term loans 
were expected to reach Rs. 530 crores in 1965/66, compared with Rs. 200 
crores in 1960/61 , and the original target of Rs. 400 crores projected in 
the Draft Outline. 

The political compulsion of conciliating the larger farmers and traders 
was also apparent in the gap between the statement of Plan poHcy and 

Minoo Masani, the S'vatantra leader, was convinced that the Nagpur Resolutions “if 
properly explained [could bring] to the landed peasants in the villages who constitute 53.7 
percent of our greater population, and to the middle classes in the city an awareness of their 
common interests and perils.” Erdman, The SwataiUra Party aiul Indian Conservatism, p. 79. 
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proposals for government action on state trading in foodgrains. The 
planners envisaged “a network of cooperative and governmental agen- 
cies close to the farmer, licensing and regulation of wholesale trade, ex- 
tension of State trading in suitable directions and a considerable sharing 
by Government and Cooperatives in distribution arrangements at retail 
stage. Such a vigorous state trading program was necessary to assure 
the government’s ability to influence the course of prices and “[mop] up 
the excess purchasing power which tends to push up demand above the 
level of available supplies.”®^ But despite proposals to establish primary 
marketing societies and storage facilities in almost every maudi or market- 
ing town, the total volume of agricultural business conducted through 
the cooperatives was expected to reach only Rs. 400 crores. Even if all 
this were to be made up by foodgrains purchase, it would still represent 
just 20 percent of the marketed surplus. By contrast, the Planning 
Commission believed that the government must procure at least one-half 
the marketed surplus in order to have effective control over the price 
level. 

The accommodations made by the Planning Commission in the final 
version of the Third Plan increased the sources of contradiction in the 
basic approach to the point of almost complete immobilization. Conces- 
sions to the propertied classes, designed to win their cooperation for 
moderate reforms were, in fact, so large as to prevent the possibility of 
carrying out institutional change on any meaningful scale. But in the ab- 
sence of effective implementation of proposals for basic agrarian reform, 
there was little likelihood of mobilizing the additional rural resources 
that were considered necessary to augment planned financial outlays. 
The entire rationale of national development planning was put into ques- 
tion. The Third Plan as it stood offered little hope of meeting either goals 
of rapid progress toward a self-reliant economy, paced by public invest- 
ment in the basic capital goods sector, or the aims of reducing social in- 
equalities and improving the standard of living of the majority of the 
peasant population. 

The outlook appeared even more bleak in the light of new estimates of 
population growth derived from the 1961 census. These showed that the 
Central Statistical Organization’s 1959 projections, which had formed 
the working basis for preparation of the Third Plan, were too conserva- 
tive. Population was growing at an annual rate closer to 2.3 percent than 
2 percent.®® Apart from depressing the projection for per capita gains 
arising from the budgeted expenditure, the census figures called attention 
to the deteriorating employment situation. Over the previous five years, 
development programs had been too small even to create sufficient jobs 

131. “/iW.,p. 127. 

Ibid., pp. 50-51. 
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for all new entrants into the labor force. As a result, the backlog of un- 
employment was steadily growing. At the end of the Second Plan, about 
nine million persons were unemployed — some 6.5 milHon outside ag- 
riculture. During the Third Plan, the labor force was expected to increase 
by 17 millions. Against these magnitudes, only an additional 14 miUion 
new jobs, 10.5 million outside agriculture, were provided. This was 
three million fewer than necessary to absorb only the new entrants into 
the labor force. Another three million jobs had to be created just to avoid 
adding to the backlog.*"^ 

The pressing need to find additional finances in order to mount a larger 
Plan was satisfied at the symbohc level only. The final draft of the Third 
Plan actually increased public outlay to Rs. 8,098 crores, compared to the 
original estimate of Rs. 7,250 crores projected in the Draft Outline. The 
increase reflected upward revisions under all major heads of develop- 
ment. Yet, the new figure mainly represented an attempt to satisfy both 
the partisans of agriculture and the advocates of heavy industry, each of 
whom beheved that still larger allocations were necessary to achieve the 
high production targets. Each side was accommodated, but only at the 
expense of raising the cost of the Third Plan above the most optimistic 
estimates of available resources. Even after assuming more than a 62 per- 
cent increase in revenues from additional taxation over amounts reahzed 
during the Second Plan, and another Rs. 550 crores of deficit financing, 
the resources available for financing Plan outlay were estimated at no 
more than Rs. 7,500 crores, as shown in Table 5-1. 

The final version of the Third Plan at the outset faced a “gap” of over 
Rs. 500 crores between the figure for the estimate of financial resources at 
Rs. 7,500 crores, and the requirements for meeting the financial costs of 
the physical programs calculated at Rs. 8,098 crores. The result was that 
in terms of the resources at hand, allocations under major heads of devel- 
opment both in absolute and percentage terms conformed closely to the 
pattern of the Draft Outline, allowing only modest upward revisions in 
agriculture, power, industry and minerals, transport and communica- 
tions, and social services. Table 5-2 shows the distribution of Plan outlay 
in the Draft Outline compared to the financial provisions of the Third 
Plan, and the estimated costs of implementing the physical programs en- 
visaged. 

The private sector, by contrast to the public sector, had distinctly bet- 
ter prospects of meeting its investment targets, especially in the strategic 
area of industries and minerals. The overall cost of the public sector pro- 
grams in industries and mineral production was estimated at Rs. 1,882 
crores. The Planning Commission was able to provide only Rs. 1,520 
crores, and this exceeded by Rs. 50 crores the amount considered likely 

Ibid., pp. 156, 159-60. 
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TABLE 5-1 

Financial Resources for the Third Plan 


Item 

Rs. crores 

Balance from current revenues 
(excluding additional taxation) 

550 

Contribution of railways 

100 

Surpluses of other public enterprises 

450 

Loans from the public (net) 

800 

Small savings (net) 

600 

Provident funds (net) 

265 

Steel equalization fund (net) 

105 

Balance of miscellaneous capital 
receipts over non-Plan disbursements 

340 

Additional taxation including measures 
to increase the surpluses of public 
enterprises 

1,710 

Budgetary receipts corresponding 
to external assistance 

2,200 

Deficit financing 

550 

Total 

7.500* 


Source: Third Five Year Platt, p. 95. 

* The actual sum of the items listed is Rs. 7,670. No explanation for this discrepancy 
appears in the Planning Commission’s estimates; and the figure of Rs. 7,509 crorcs is used 
throughout the Third Plan as the official estimate of available financial resources. 

to be available.®® At the same time, the cost of the private sector pro- 
grams in industries and minerals was estimated at Rs. 1,185 crores; of 
this amount, fully Rs. 1,100 crores was expected to be forthcoming.®® 
Taking into account only the estimates of resources “likely to be avail- 
able,” the ratio of public-to-private investment in industries and min- 
erals actually declined from about 60 : 40 in the Draft Outline to 
57.2 : 42.8 percent in the Third Plan. This unstated, but implicit, change 
was underlined by the allocation of higher targets to private enterprise in 
“reserved industries,” especially chemical fertilizer. 

In agriculture, similar compromises resulted in the paradoxical out- 
come of a development strategy that was inimical to the goal of increas- 
ing production. Political guidelines still mandated principles of extensive 
coverage that prevented concentration of scarce funds and modern inputs 
in the most productive areas or among the most efficient producers. 
Larger farmers who appreciated the profitability of modern techniques 
were often hobbled by severe shortages of supply. In addition, during 
the 1950s, such “progressive” cultivators had little to learn from agricui- 
461. *’/W.,p. 461. 
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TABLE 5-2 

Distribution of Third Plan Outlay in the Public Sector 

(estimates for the Draft Outline, and for the Third Plan in terms 
of available financial resources and the costs of physical programs) 


(Rs. crores) 




Outlay 



Percentage 



Draft 

Outline 

Third Plan 
financial 
provisions 

Third Plan 
costs of 
physical 
programs 

Draft 

Outline 

Third Plan 
financial 
provisions 

Third Plan 
costs of 
physical 
programs 

Agriculture 
and minor 
irrigation 

625 

666 

687 

8.6 

8.8 

8.5 

Community 
development 
and cooperation 

400 

402 

402 

5.5 

5.4 

5.1 

Major irrigation 

650 

650 

660 

9.0 

9.0 

8.2 

Power 

925 

1,012 

1,019 

12.8 

13.0 

12.6 

Village and 
small industries 

250 

264 

254 

3.4 

4.0 

3.1 

Industries and 
minerals 

1,500 

1,520 

1,882 

20.7 

20.0 

23.2 

Transport and 
communications 

1,450 

1,486 

1,654 

20.0 

19.8 

20.4 

Social services 

1,250 

1,300 

1,416 

17.2 

17.0 

17.4 

Miscellaneous 

200 

200 

no 

2.8 

3.0 

1.2 

Grand Total 

7,250 

7,500 

8,098* 

100 

100 

100 


Source; The Third Plan: A Draft Outline, p. 27; Third Five Year Plan, p. 58, Annexure ii, 
pp. 85-88. 

* The discrepancy in column 3 between the grand total of Third Plan costs set down at Rs. 
8,098 crores and the actual sum of the figures under each head of development, which totals Rs. 
8,084 crores, is a result of the transformation from the estimates presented in the Draft Outline as 
lakhs into crores, with the ehmination of remainders. 

tural extension officers and village-level workers, whose training was di- 
rected to educating poor peasants in improved practices using traditional 
techniques. Meanwhile, Community Development, initially conceived 
as no more than a catalyst or “practical aid” in supplying technical assist- 
ance, agricultural credit, and limited amounts of improved inputs to 
spark large-scale peasant mobilization for labor-intensive projects, found 
its village programs more and more confined to the availabihty of central 
government funds. Yet a budget that provided an annual per capita ex- 
penditure of about Rs. 4 could not be expected to have a significant im- 
pact on growth. 
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Efforts to mobilize local manpower and resources for construction of 
capital projects met with little success. While richer farmers generally 
could contribute cash to village projects, subsistence cultivators and land- 
less laborers, of necessity, were asked to donate labor. Local officials 
quickly discovered it was not possible to mobilize idle manpower for 
unpaid work on a “community” project in minor irrigation or soil con- 
servation when the benefits were disproportionately skewed toward the 
larger landowners. Difficulties arose even with respect to use of surplus 
manpower for the construction of social amenities projects, such as ap- 
proach roads, drinking-water wells, community centers, and libraries. 
Cultivators were also the greatest beneficiaries of new roads linking the 
village to nearby markets; and in situations of social discrimination, 
lower castes might be excluded from the full enjoyment of a community 
center, panchayat house, or a drinking-water well. Poorer families were 
also illiterate; they had no need for libraries, and in some cases they could 
not afford to send their children to school. Even official figures — which 
were inflated by a variety of practices — showed that public donations to 
community development schemes were steadily declining both in abso- 
lute terms and relative to government expenditures throughout the pe- 
riod of the three five-year plans. Whatever voluntary contributions in 
money and labor did come forward, moreover, were almost entirely re- 
stricted to the construction of social amenities projects, particularly 
roads, schools, drains, and drinking-water wells. The Blocks, with very 
few exceptions, were not able to organize collective efforts to improve 
and construct small irrigation works and channels, bring new land under 
reclamation, or carry out soil conservation measures. On the contrary, in 
practice, the main role of the Block agency in minor irrigation, land 
reclamation, and soil conservation schemes was to act as a lending 
agency to individual cultivators who could afford to invest on land im- 
provement schemes. 

The Planning Commission, taking account of the economic and social 
costs of conciliating the propertied classes inside the Congress party, 

™ Block Development Officers, faced with the dilemma of fulfilling targets of “peoples 
participation” (usually fifty percent of the expenditures on any village project) resorted to a 
number of expedients. Labor contributions and money were made in ad hoc fashion for 
each Community Development project; and records of public contribution, kept by the 
panchayat secretary or village-level workers, were not inspected or audited. In many cases, 
the cost of a village project could be overestimated to ensure that government funds were 
sufficient to complete the project or most ofit. In such cases public contribution, although 
actually very small, was noted as half the cost of the project in official records. In other 
instances, sums paid by the panchayat out of their normal income from taxation or even 
from government grants were counted as public contributions. Such practices made it vir- 
tually impossible to make an accurate estimate of the value of peoples’ contributions to 
community projects. Even so, official figures showed a steady decline in the value of 
peoples’ contributions to community projects over the period of the three five-year plans. 
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were unhappy with the terms of the political bargain they had struck. 
'They once again stressed that development on the scale provided in the 
Third Plan “must be indeed improved upon in actual achievement” 
mainly through “an intensive and continuous effort to utilize fuUy the 
manpower resources of the country, to make the most efficient use pos- 
sible of resources available for investment, to mobilize domestic savings 
and channel them into appropriate directions. The planners appeared 
to regard the concessions they had made as a temporary expedient to be 
reconsidered after the pressures of the election had safely passed. But the 
ability of the central government to impose its own principles of socialis- 
tic economic policy on the states was eroding. Failures in implementing 
institutional change had not only impaired the entire economic strategy, 
but produced social effects opposite of those intended. By the early 
1960s, disparities in income, status, and power between the larger land- 
owners and the majority of subsistence cultivators and landless laborers 
perceptibly began to widen. 

^ The national leadership’s inability to enlist the support of state leaders 
for effective implementation of land reforms resulted in defective legisla- 
tion that actually aggravated existing inequalities in the distribution of 
protected land rights enjoyed by landowners and those without land. 
Similarly, the failure to activate party workers in setting up new village 
institutions left a leadership gap at the local level that was quickly filled 
by members of the dominant landed castes. They proved adept at ma- 
nipulating the diffuse loyalties of the peasantry based on kinship, caste, 
and factional ties to mobilize their followers and gain control of village 
cooperative and panchayat bodies. The dominant landed castes, increas- 
ing both their economic and political leverage, gained access to addi- 
tional sources of credit and scarce modem inputs introduced into the vil- 
lages by the Community Development program, and enlarged their role 
as intermediaries in relationships between the village and outside au- 
thorities in the administration and ruling party. 

The abolition by state legislation between 1950 and 1954 of inter- 
mediary rights and tenures did accomplish major changes in the pattern 
of landownership in those areas (Assam, Bihar, West Bengal, Orissa, 
Uttar Pradesh, Rajasthan, Saurashtra, and Hyderabad) where the zamin- 
dari system had existed on a large scale. Proprietary rights over vast ag- 
ricultural estates extending over several villages, even talukas, were 
transferred from a handful of absentee landlords to state governments. 
Even so, zamindari abolition fell far short of an agrarian transformation. 

Third Five Year Plan, p. 28. 

A collecrion of the Zamindari Abolition Acts is published in Ministry of Food and 
Agriculture, Directorate of Economics and Statistics, Agricultural Legislation in India, Vol. 
rv. Land Reforms (AboUtion of Intermediaries), 1953. 
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The land reform laws bore obvious marks of political compromise. 
While they abolished the zamindari system, the provisions stopped well 
short of expropriating the zamindars. On the one hand, the zamindars’ 
proprietary rights were vested in the state governments; on the other, the 
zamindars were permitted to keep land in their direct occupation for per- 
sonal cultivation, and in most cases no ceiling was placed on the size of 
the “home farm” so retained. In Rajasthan and Saurashtra, where large ■ 
numbers of intermediaries were absentee landlords with no land in their ; 
possession, or jagirdars enjoying rights of revenue collection only, the . 
state governments went so far as to permit any intermediary to apply for ' ■ 
an allowance oikhudhasht (land for personal cultivation) subject to a ceil- ' 
ing limit. 

The acts, moreover, conferred full ownership rights on the ex- 
intermediaries with respect to their home farms. By contrast, tenants in 
direct occupation of land on resumed estates were confirmed only in the 
legal rights they enjoyed on the date immediately preceding vesting. In 
Assam, Bihar, Orissa, West Bengal, and Hyderabad, the acts made no 
provision for tenants to acquire full ownership rights, thereby perpetuat- 
ing the cultivator’s inferior status in relation to former zamindars. In 
Uttar Pradesh, Rajasthan, and Saurashtra, occupancy tenants as well as 
inferior rights holders were permitted to acquire ownership or occu- 
pancy rights in their holdings, but only after paying compensation to the 
government. 

Further, “landlordism” was not ended. In Assam, Bihar, and Orissa, 
many of the tenants who came into relationship with the state had not 
been cultivating the land directly. Rather, they leased out some or all of 
their holdings to subtenants and sharecroppers. Even in states such as 
West Bengal and Saurashtra, where all tenure holders were subsequently 
forbidden to let or sublet their holdings, the \yprd “lease” was carefully 
defined to exclude sharecropping arrangements. The fact was that the j 
process of zamindari abolition mainly benefitted the intermediate peasant i 
classes, those larger occupancy tenants — many of whom belonged to the 
middling Sudra peasant castes — who were elevated in economic standing 
relative to resident upper-caste ex-zamindars left with reduced estates. 
By no means did all who actually cultivated the land improve their posi- . 
tion. On the contrary, the weakest sections of the rural poor were often 
adversely affected. The provision in the state acts allowing intermediaries 
to keep land in their home farms without any upper limit proved a direct 
incentive to zamindars for evicting unprotected tenants-at-will from 
their holdings in order to exaggerate the proportion of the estate under 
“personal cultivation.” Except in Uttar Pradesh, moreover, virtually no 
lap d records e^cisted at.the..villageJevel to verify the aaual distribution of 
holdings between zamindars and tenants. As a result, many small holders 
who customarily leased land lost this land or part of it to the ex- 


192 


FAILURES OF IMPLEMENTATION 


intermediaries under the provisions for personal cultivation. In the ab- 
sence of accurate land records, it is impossible to establish the actual 
numbers of agriculturists evicted in this way. The Planning Commis- 
sion, however, believed the number had been substantial in almost all 
states. 

The balance of social costs and benefits of zamindari aboHtion were 
I skewed even further to favor the ex-intermediaries by generous formulas 
I; for compensation in the loss of ownership or revenue rights on resumed 
'testates. The great absentee landlords were, in general, not ruined by 
'zamindari abolition. Many remained men of considerable wealth. Those 
with superior education and skills were able to rebuild their fortunes by 
taking up new activities in commercial agriculture, trading, or 
manufacturing — or, by entering politics. Meanwhile, compensation 
payable to intermediaries proved a substantial burden on state budgets. 
Although the states had relied on rising land revenue collections to 
finance compensation, these were usually insufficient in the face of new 
charges for survey, settlement, and land revenue administration that be- 
came necessary after zamindari abolition. Between 1950/51 and 1960/61, 
state expenditures on land revenue collections alone increased more than 
five times. Even before payment of compensation, a number of states ex- 
perienced a net decline in revenues as a result of zamindari abolition. 
Once compensation payments are taken into account, the net impact on 
revenue receipts of a majority of states was negative.’^® In effect, most of 
the agricultural revenues collected in the ex-zamindari areas well into the 
1960s had to be earmarked for nonproductive expenditures, limiting out- 
lays for development in rural areas. 

A similar pattern emerged in the aftermath of ceihng legislation. The 
principle of imposing ceilings on landholdings was first announced in 
1953; detailed recommendations for legislation were not made until 1956; 

For an official assessment of the impact of zamindari abolition on the status of unpro- 
tected tenants, see India, Planning Commission, Iinplemeiitatioit of Land Reforms: A Review. 

The situation of large landlords after zamindari abolition in Uttar Pradesh is explored 
in Thomas R. Metcalf, “Landlords without Land: The U.P. Zamindars Today,” Paci/ic.'^- 
fairs, 40 (Spring and Summer 1967). Metcalf reports that most of the largest zamindars of 
Uttar Pradesh adjusted very comfortably. Although the greatest talukdars (owning 500 
square miles or more) were often too removed from the daily operation of their estates to 
protect themselves against the machinations of land managers, those with “middling size 
estates” (50 to 300 villages) were not only able to retain very large farms, ranging up to 
2,000 acres, but also used their capital for agricultural improvements that added considera- 
bly to their income. In addition, by virtue of their social prestige as leaders of local Rajput 
lineages, they could mobilize support of fellow caste members and members of dependent 
lower castes to become powerful political figures, often shifting allegiance from one party 
to another for maximum leverage. 

See M. L. Dantwala, “Financial Implications of Land Reforms,” Indian Journal of Ag- 
ricultural Economics, 17 (October-December 1962), 2. Altogether, compensation payable to 
intermediaries in all states amounted to more than Rs. 641 crores. India, Planning Commis- 
sion, Progress of Land Reforms (New Delhi, 1963), p. 4. 
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and most states did not actually pass enabling legislation until 1960 or 
1961. The landowners, therefore, had a period of seven or eight years to 
arrange partitions and transfers of holdings to escape the impact of the 
new laws. Even while some states were still in the process of formulating 
legislation, the Planning Commission concluded that excessive ceilings 
in state laws, combined with transfers and partitions of land, “have 
tended to defeat the aims of the legislation.” By 1961, the planners re- 
ported that ceiling legislation “was not likely to yield any appreciable 
surplus for redistribution.”’® The overwhelming majority of tenants dis- 
covered they held land from an owner with a holding below the ceiling 
level. In some cases, the ceiling legislation encouraged landowners to re- 
sume land from tenants in order to increase the size of their home farms 
to the permitted limit. 

Worse still, legislation to provide security of tenure and reasonable 
rents to tenants included loopholes that not only deprived cultivators of 
promised benefits, but in some cases actually jeopardized the customary 
rights they already enjoyed. The most immediate obstacle to tenancy re- 
form was the lack of reliable land records and the failure of most state 
governments to undertake a complete reconstruction of the record of 
rights to establish the identity of tenants and the extent of the land held 
by them. Yet, without documentary pro.o f of te nancy, cultivators were 
unable to claim the protection of the tenancy acts that were passed. At 
the outsHT^thefeforej'the'greaf 'rhajority' of teriahts "and’ virtually all 
sharecroppers cultivating under oral lease were excluded from any new 
benefits under state tenancy acts. 

Many landlords were, nevertheless, alarmed. Land records might be 
revised in the future. The safest course, therefore, was to show as much 
land as possible under personal cultivation. Two glaring loopholes in the 
tenancy acts” were particularly useful for this purpose. First, “personal 
cultivation” was not defined to require manual labor. It was sufficient if 
the owner, or a member of his family, supervised cultivation carried on 
by farm servants. Except in Assam, a landowner did not even have to be 
resident in the village during the greater part of the agricultural season to 
qualify as a “cultivator.” The laws left the way open for owners to oper- 
ate agricultural holdings either with hired laborers or through disguised 
tenancies, as in sharecropping “partnerships” between owner and cul- 
tivator. Second, most tenancy aas also provided that tenants could ” vol- 
untarily surrender” their holdings in favor of the landlord, and that in 
such cases no" ceiling restriction on the right of resumption would apply. 

Planning Commission, Panel on Land Reforms, Report of the Committee on Ceilint; on 
Land Holdings (New Delhi, 1961), pp. 5, 8. 

” The provisions of the States’ Tenancy Acts arc summarized in two Planning Commis- 
sion publications. Implementation of Land Reforms: A Ret'iew and Progress of I^nd Reforms. 



194 


FAILURES OF IMPLEMENTATION 


Together, these two provisions virtually invited the landlords to evict 
tenants from their holdings under the guise of voluntary surrender in 
order to show the maximum area under personal cultivation. By 1961, 
the Planning Commission reported such extensive evictions of tenants in 
all states that “unless [voluntary] surrenders of land are severely regu- 
lated, the provisions for security of tenure cannot be enforced effec- 
tively.”’^® 

The state governments, however, with few- exceptions^ made virtually 
no effort to _stop such abuses. On the contrary, they rarely appointed ad- 
ditional staff to supervise implementation. Land records continued to be 
prepared by village officers who had traditionally kept the revenue rolls. 
These record keepers, struggling with a jurisdiction extending over sev- 
eral villages and on a salary of some Rs. 30 to Rs. 60 per month, not , 
infrequently found it co nvenient to ^llaborate with the landowners in 
protecting the latters’ interest.'Superior officers were too few in number 
to exercise effective supervision. It was rare to have one revenue inspec- 
tor for every ten villages, common to have one inspector for every 25 or 
even 50 villages. Higher supervisory personnel, the tehsildar at the taluka 
level (with responsibility for 100 to 200 villages), the revenue officer at 
the divisional level (with a charge of two to three talukas) , and the collec- 
tor at the district level (with jurisdiction over six to nine talukas), had 
too many other responsibilities to conduct more than a few ad hoc checks 
into the accuracy of village records. But even if these officers had been 
more freely available for the collection of land data, it is doubtful that 
their exertions would have been rewarded. Under the provisions of the 
tenancy acts drafted by the states, primary responsib ility for initiatin ^g en- 
forcement procedures rested with the tenant s rathe x-thao-the^re^nue 
agency. The tenant was expected to claim his rights against evictionorTo 
a regulated rent by filing application with the taluka or district revenue 
officer, or even in some instances, by bringing suit in district court. Pre- 
dictably, in the absence of a political party to carry out propaganda pub- 
licizing the provisions of land reform laws and to organize tenants to 
claim their rights in ways that assured protection against retaliation, very 
few felt confident in coming forward. Indeed, it is a sound assumption 
that the relatively small numbers of tenants who acquired superior occu- 
pancy or ownership rights in land under the land reform legislation were 
outweighed by the numbers of tenants who lost their holdings to land- 
lords under provisions permitting resumption for personal cultivation. 
Comparative data presented in the National Sample Survey’s reports on 
landholdings for 1954 and in the early 1960s strongly support such a 
conclusion. Although village records showed little change in the distri- 

Planning Commission, Panel on Land Reforms, Report of the Committee on Tenancy Re- 
forms, p. 11. 
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bution of landownership between 1954 and 1961, striking differences 
were noticeable with respect to leased-out land. Only 7 percent of all 
rural households were recorded as leasing out any land in 1961, com-' 
pared to 12 percent in 1954.’® The number of cultivators reported to be 
operating “mixed” holdings of partly owned and partly leased-in land, 
moreover, had declined from about 23 percent in 1954 to 15 percent in 
1960, while those classified as “pure” tenants fell from about 17 percent 
to 8 percent.®® The area under cultivation of tenants also registered a 
marked drop from about 20 percent of the total in 1954 to a little over 12 
percent in 1962.®^ Given the failure of land reforms to vest ownership 
rights in tenants, the only logical explanation for the sharp decline in re- 
corded tenancies is the eviction of tenants from their holdings, and re- ^ 
sumption of land for personal cultivation. There is, however, little rea- I 
son to believe that the actual incidence of tenancy decreased. Rather, it 
appears that registered leases were simply converted into informal, oral 
agreements that effectively deprived the cultivator of any protection' 
under state tenancy acts. According to interview data collected through 
household sampling techniques for the Census Commission in 1961, 
ab gut 23 percent of all cultivat ors were actually pure tenants, operating 
wholly leased-in land, and in many states, 30 to 40 percent of all farmers 
took some land on lease. Over 80 percent ofjhese tenancies were de- 
scflBed-as oral agreements unrecorded in village records.®^ 

The results were little more encouraging in the progress of the 
cooperative movement. The responsibility for establishing the coopera- 
tive bb'dies- that were expected to function as strong “peoples institu- 
tions” was similarly left in the hands of bureaucrats who staffed the state 
Departments of Cooperation. Administrative and supervisory personnel 
rapidly proliferated. Headed by an IAS officer as acting registrar, the 
headquarters staff in the state capital was typically expanded to provide 
assistants in charge of various functional specializations, including ac- 
tivities such as audit, marketing, and processing. These officers, in turn, 
were provided with a staff of deputies. An entirely new tier of coopera- 
tive administration was created at the divisional level, with its own in- 
spectorate and clerical staff. District-level administration was strength- 
ened to provide additional officers and supporting staff for at least 
every eight hundred to a thousand cooperative societies. Another level of 
cooperative administration was created in the Blocks, entailing recruit- 
ment of five thousand extension officers for cooperation deputed to the 

’’^National Sample Survey, Seventeenth Round, Number 140, Tables with Sotes on Some 
Aspects of Landholdings in Rural Areas {State and All-India Estimates), Draft, p. 34. 

Hindustan Times, April 28, 1964. 

National Sample Survey, Sixteenth Round, Number 122, Tables with Notes on Agricultural 
Holdings in Rural India, p. 27. 

The Statesman, June 1, 1968. 
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Block staffs. Finally, a supervisory staff of some seventy thousand 
persons — one for a maximum of every thirty societies — was created to 
oversee the operations of primary societies of all kinds. 

This far-reaching administrative apparatus was vested with formidable 
powers. State acts gave the registrar and his organization extensive regu- 
latory and executive authority over the whole range of operations of 
cooperative societies. These powers included control over registration of 
new societies, inspection of finances, arbitration of disputes, supersession 
of negligent managing committees, annual audit, and even liquidation. 
In most states, the registrar could refuse to register a society on such 
nebulous grounds as that the aims of the society are not consistent with 
the principles of “social justice,” or are not in keeping with “cooperative 
principles.”®'* In several states, the registrar could order compulsory 
amendments to the bylaws of cooperative societies, including provisions 
for extending crop loans to link credit with marketing. Beginning in 
1956, officers of the state Departments of Cooperation also served as ex- 
ecutives in state and central (district) cooperative banks. Finally, the state 
was empowered to bring financial sanctions against recalcitrant societies. 
Applications by primary agricultural credit cooperatives and central 
banks for loans from apex financing institutions had to be recom- 
mended and approved by senior officers of the cooperation departments. 

Altogether, these powers provided more than adequate leverage for 
the implementation of the Planning Commission’s policy linking credit 
to an approved production plan and repayment in kind through crop 
[deliveries to a cooperative marketing society. But the Department of 
‘Cooperation, functioning in local environments of entrenched hierar- 
[chies, and generally unsympathetic to the egahtarian goals of national 
, -policy^ preferred to operate in ways more congenial to the interests of the 
‘existing power structure. With few exceptions, cooperatives continued 
to follow, with impunity, conservative banking principles requiring 
land, jewelry, or personal surety by a landowner as security for all loans. 
Crop loans, a crucial ingredient in the government’s plan to organize 
production programs around the participation of millions of small cul- 
tivators, rarely became available. Those with very' small landholdings, 
especially tenant cultivators, were, in fact, often excluded from mem- 
bership, and in any case, found little reason to want to join. As a result, 
the president and other elective members of the managing committees of 
the cooperative societies were disproportionately drawn from among 

The practical difficulties of meeting these targets contributed to problems of inefficient 
administration, placing untrained, unreliable, and even incompetent personnel in important 
technical and organizational positions. See National Cooperative Development Corpora- 
tion, Report of the Committee on Cooperative Administration (New Delhi, 1963). 

India, Ministry of Communin' Development and Cooperation, Cooperation in India 
(New Delhi, 1965), p. 199. 
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“the big people of the villages [who] had their fingers in many other pies 
as well as cooperation, including trade, government contracts, local poli- 
tics and rice-milling among others.”®® A number of the leaders of the 
cooperative movement were active party workers in the district Con- 
gress committees. Some were MLA’s whose influence extended directly 
to the state level ofgovernment. Indeed, control over the management of 
agricultural credit cooperatives became an important new source of eco- 
nomic patronage and political influence for the propertied castes. 

The failures of the cooperatives to implement the crop loan system in- 
evitably distorted the intended flow of credit from the majority of sub- 
sistence cultivators to the upper 20-30 percent of agriculturist families 
able to satisfy conventional banking criteria for credit-worthiness. This 
was true even though the active membership did not necessarily use pro- 
duction loans for development purposes only, or even prove reliable in 
repaying outstanding debts.®® Meanwhile, the managing committees 
demonstrated little interest in strengthening internal resources of share 
capital and reserves to expand the lending capacity of the primary 
cooperatives. Instead, after the Second Plan, they relied primarily on 
outside borrowing from central banks.®’ In practice, the volume of 
short-term loans advanced by primary societies was closely tied to the 
level of available credit for production loans supplied to the apex (state) 
cooperative banks by the Reserve Bank of India. Contrary to the basic 
intention of the government’s policy in using the cooperatives to 
mobilize local resources for investment, schemes for cooperative credit 
were being transformed into public subsidies on the cost of private in- 
vestment (and in some cases, consumption and moneylcnding activities) 
for the more affluent landowning classes. 

This was not all. As the only cultivators with access to sufficient re- 
sources either from savings or low-interest loans to experiment with andj 
risk adoption of improved methods of cultivation, the more substantia! 
landowners early acquired the additional prestige of being identified by 

Daniel Thorner, Prospects for Cooperation in Indian Agriculture (n.p., 1960). 

A 1961 study by the Planning Commission’s Programme Evaluation Organization re- 
ported that over one-quarter of the total amount of short and medium-term credit ad- 
vanced by cooperatives was annually diverted from production to consumption e.xpcndi- 
tures. Study of Utilization of Cooperative Loans, p. 88. Other studies conducted in 1961/62 
showed that only 2.6 percent of cultivator households in the lowest asset group (less than 
Rs. 500) had reported any borrowing from cooperatives, while the proportion rose to 19 
percent for the highest asset group (Rs. 20,000 and above). The percentage of overdues to 
outstanding loans in 1960/61, moreover, was 20 percent. Reserve Bank of India, Report of 
the All-India Rural Credit Review Committee, pp. 128, 138. 

In 1960/61, the total working capital of agricultural credit societies amounted to Rs. 
273.9 crores, of which more than 60 percent (Rs. 174.7 crores) represented borrowing from 
central cooperative banks. Ministry of Community Development and Cooperation, 
Cooperative Movement in India, Important Statistics, 1963-64, Part I — Credit Sector (New 
Delhi, 1965), p. 5. 



198 


FAILURES OF IMPLEMENTATION 


( the Block Development staff as “progressive” farmers in the villages. 
From this vantage point, it was a short step to assuming the role of in- 
termediary between the Community Development administration and 
the more “backward” farmers to control access to “community” funds 
and services. 

By the latter 1950s, the Block extension staff, hampered by serious 
shortages of trained personnel, began to concentrate contact visits on 
“village leaders,” the biggest “adopters” of the new techniques, and men 
who could in their turn “talk to their neighbors and become each in his 
own sphere a kind of voluntary worker.”®® In 1957, this informal bias 
was institutionalized with the initiation of the Gram Sahayak (Village 
Helper) program. Under this scheme, special training was provided to 
“village leaders” in agriculture, animal husbandry, minor irrigation, 
panchayats, and cooperatives, at the three-day training camps organized 
by Block-level officials for every circle of ten villages. A profile of per- 
sons attending these camps, provided in a 1961 study conducted by the 
Planning Commission, indicated that about 90 percent were owner cul- 
tivators, with almost two-thirds being classified as “big” and “medium” 
holders; about half of all trainees were also members of the village pan- 
chayat or managing committee of the village cooperative, or both.®® 
While it is unUkely that the participants acquired much significant new 
expertise during a three-day training camp, after a lifetime of farming 
I experience, the Gram Sahayak program did provide quasi-official stand- 
'jing for influential members of the village as legitimate channels of com- 
munication between the mass of the cultivators and the government- 
operated Community Development program. 

p. The larger landowners, moreover, were able to use their strategic posi- 
j tion in the village economy to strengthen their role as intermediaries in 
wider markets through their virtual monopoly over the disposition of 
agricultural savings and surpluses. The failure of cooperatives to provide 
low-cost credit and services to the majority of cultivators (while expand- 
ing resources available to larger landowners) meant that subsistence 
farmers and laborers were more than ever dependent on village landlords 
and moneylenders for production loans, consumption credit, and other 
marketing and distribution facilities. Small peasant “savings” continued 
to be transferred to landlords and moneylenders in the form of high- 
interest rates on loans, while the bulk of the marketable crop passed to 
these creditors along with other middlemen and traders either as pay- 
ment for past accommodations or to satisfy immediate cash needs. 
Neither could the government harness the surpluses of the larger land- 

Planning Commission, Programme Evaluation Organization, Evaluation of the Gram 
Sahayak Programme , p. 9. 

Ibid., pp. 22-26. 
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owners who enjoyed lower-cost credit through the cooperative societies. 
Although primary marketing societies were being established in all 
major marketing centers of India, failure to link credit with crop loans 
and repayment in kind rendered the cooperative structure virtually use- 
less as an instrument for controlling the disposition of agricultural sur- 
pluses. Indeed, the great majority of primary cooperatives were not 
affiliated with a marketing society. Those cooperatives that did include 
provisions in loan bonds requiring members to sell their produce 
through an affiliated marketing society did not enforce such provisions. 
Under these conditions, government attempts to establish maximum 
controlled prices for foodgrains and to procure rice from millers and 
traders through compulsory levy were easily evaded. By the late 1950s, 
lower market arrivals reflected extensive hoarding and smuggling ac- 
tivities, in which the more substantial peasants collaborated with traders 
in holding back stocks to avoid government levies, force up the price 
level, and sell supplies in flourishing black markets. 

As the national leadership searched for new institutional devices to 
outflank the intermediaries and break their stranglehold over village in- 
stitutions, attention was drawn to proposals for devolution of adminis- 
trative control over the Community Development program from devel- 
opment officers and officially appointed advisory groups to indirectly 
elected Block and district panchayat bodies. At the Block and district 
levels, indirectly elected councils promised to raise the stakes of winning 
local contests so that eventually rival leaders would be forced to appeal 
for the support of backward and Scheduled Castes with promises of 
more efiective implementation of government policy on economic re- 
form. Once again, however, the first set of elections to Panchayati Raj 
bodies resulted in the phenomenon of the selection ofpradhatis (presidents) 
of Block Panchayat Samitis and pramukhs (chairmen) of Zilla (district) 
Parishads, who were less representative of their constituencies than pres- 
idents of village panchayats. Under the system of indirect elections to 
Block and district panchayat institutions, local notables, mobilizing their 
followers through the familiar pattern of vertical factional alignments 
cross-cutting class lines, won the village elections and then simply chose 
representatives from among their own ranks to pyramid their influence 
at higher levels of government. They were joined, under the provisions 
of the state acts, by coopted members, including representatives of the 
“weaker sections” (women and Scheduled Castes and Tribes), but also 
persons with “experience in public life,” representatives of the coopera- 
tive movement and members of the legislative assemblies.^® Indeed, the 

Data available for Rajasthan, the first state to implement Panchayati Raj in 1959, re- 
vealed trends typical of an emerging all-India pattern. Compared to estimates showing over 
68 percent of the rural population in Rajasthan having an annual income of less than 
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most that even the community development ministry hoped for was 
evolutionary change toward more representative leadership after several 
rounds of elections. S. K. Dey, minister since the inception of the pro- 
gram, likened the introduction of Panchayati Raj to “building the roots 
of a tree”: 

I am attempting today to create an institutional pattern for the 
growth of democracy. The longer we keep the institutions going, 
the more people will get used to them and habit will support them. 
Secondly, education is coming on a large scale. But most important, 
in history the leader of the oppressed class has never been one of the 
oppressed class. I am dividing the forces and putting one against the 
other. If the landowners win places on the panchayat, some will be 
left out. They wiU try to build an opposition on the basis of the op- 
pressed class. 

But experience had already shown that attempts at social transforma- 
tion through institutional change that stopped short of direct peasant or- 
ganization only compounded the problem of democratic reform. At least 
in the short run, the dominant landed castes were successful in manipu- 
lating the majority of subsistence cultivators and landless workers frag- 
mented by vertical factional structures to capture the village institutions. 
They increased their access to scarce 'development resources and 
strengthened their position as strategic intermediaries, linking local mar- 
kets and power structures to the state and national economic and political 
systems. 

Rs. 1 ,000, 84 percent of all presidents of village panchayats enjoyed an annual income ofRs. 
1,000 or more. Although Scheduled Castes and Tribes accounted for approximately one- 
fourth the population of the state, only ten village panchayat presidents out of 7,394 be- 
longed to these communities. Pradhans of Block Panchayat Samities were, however, less 
representative. In 1961, only nvo thirds of aU pradhans were even agriculturists: 17 percent 
were businessmen, 13 percent lawyers, and 5 percent “social workers.” Two-thirds had 
received a high-school education, and more than one-third were college graduates. None 
was a member of the Scheduled Castes or Tribes. At the distria level, data for 24 of the 26 
pramukhs showed that only 7 were engaged in agriculture, 9 were lawyers, 4 businessmen, 
and 4 were in social science or other occupations. Seventeen of the pramukhs hved in 
towns. Of the 26, 1 1 had LL.B. degrees, 9 were graduates, 5 matriculates, and only 1 was a 
nonmatriculate. Data collected by the Government of Rajasthan Evaluation Organization, 
1960 and the Development Department, 1961, and cited in David C. Potter, Government in 
Rural India (London, 1964), pp. 53-55. 

Interview, S. K. Dey, New Delhi, July 26, 1963. 



SIX 


Attack on Socialist Principles 
of Planning 


Since the early days of the independence movement, the separation be- 
tween “political” and “social” issues had produced national gains in 
maximizing consensus, stability, and integration. On the eve of the 
Third Plan, however, it was becoming apparent that the politics of 
accommodation had accomplished these goals only at the cost of the so- 
cial and economic aims of planning. In particular, it seemed impo.ssiblc 
to maintain the conciliatory style of the national and state Congress party 
organizations that claimed to represent the interests of all groups, includ- 
ing the propertied classes, and at the same time to build up popular pres- 
sure from below for social reforms. The establishment of village devel- 
opment bodies in which the majority could apply their potential power 
in the strength of numbers to force implementation of plan policies was 
by itself inadequate to undermine the existing power structure. 

Expectations that the landless and land-poor peasantry could use the 
new village cooperative and panchayat institutions constituted on princi- 
ples of universal membership and mass suffrage to shift the balance of 
income, status, and power away from the dominant landed castes proved 
to be unjustified. On the contrary, the propertied classes, far from being! 
outflanked by popular majorities, showed themselves adept at manipulat-j 
ing the fragmented peasantry along divisions of kinship, caste, factional, j 
and economic lines. They mobilized their followers and gained control 
over village cooperative and panchayat bodies. Hopes that an informed 
popular opinion operating through strong “peoples institutions” would 
innovate new patterns of horizontal organization to apply a “nonviolent 
sanction” in favor of agrarian reforms were disappointed. Deprived of 
outside leadership and organization, the peasantry continued to acquiesce 
in the domination of proprietor groups. Indeed, e.xisting vertical struc- 
tures were actually strengthened. The dominant landed castes, increas- 
ing both their economic and political leverage, gained access to addi- 
tional resources of credit and scarce agricultural inputs introduced into 
the villages by the Community Development program. They enlarged 
their role as intermediaries in relationships between the village and out- 
side authorities in both the administration and the ruling party. 

Failures in implementation of institutional change not only produced 
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social effects opposite of those intended, but impaired the entire eco- 
nomic and political strategy. Plan pohcies for agrarian reform and reor- 
ganization were at the heart of the economic framework for increasing 
foodgrains production, raising the level of savings, and mobihzing sur- 
pluses essential to financing large-scale industrial development schemes. 
As concessions to the propertied castes slowed down the tempo of in- 
stitutional change, the government’s capacity to raise additional rural re- 
sources for development programs declined. Growth rates feU to levels 
that barely kept pace with the gain in population. Related increases in the 
expansion of governmental functions and payrolls also showed sighs of 
slowing down. Meanwhile, the proliferating poHtical claims on stagnant 
government resources reduced the capacity of the one-party dominant 
system to accommodate the demands of new participants for a share of 
power and patronage without seriously threatening the gains of groups 
already in advantaged positions. Particularly destabihzing, the low ceil- 
ing on the number of new participants that could be accommodated 
without breaking apart the Congress party, set in at a time when lower 
caste groups did begin to realize the power of numbers in contesting state 
and national elections. In some instances, backward castes organized 
themselves into caste associations — embracing essentiaUy comparable 
jatis over extended geographic areas — that deserted the dominant land- 
owning leadership to demand independent access to the status, resources, 
and power controlled by state and national governments.^ 

The limitations of political accommodation as an integrative device, 
given an economy of scarcity and weak national commitments, took on 
tangible form by the early 1960s. Even though the multiphcity of fac- 
tional and parochial groupings ensured that none had a clear majority, 
expectations that the largest groups would compromise to win power 
did not always prove correct. On the contrary, growing demands on 
static resources led to bitter internal disputes inside the Congress part}^ 
Factional aUiances frequently broke down. There were constant rivalries 
for control over the party machinery, particularly the Pradesh Election 
Committees, which nominated candidates to coveted offices. Dissident 
elements were also active in the state legislative assembhes, using the lure 
of ministerial posts to induce members to “cross over” to their ranks and 
topple the existing ministry. Maintaining party cohesion became a full- 
time job. General secretaries of the national party in New Delhi as well as 
district and pradesh secretaries devoted more and more of their time to 
arbitrating factional disputes. They kept the peace by dividing and redi- 
viding among rival groups the limited resources of patronage and power 
available. 

^ The most influential analysis of the role of caste associations in Indian politics was de- 
veloped by Lloyd and Susanne Rudolph, The Modernity of Tradition: Political Development in 
India, pp. 17-154. 
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This was not the only sign of political decay. At the same time as at- 
tempts to service growing demands from static resources strained the 
stability of the one-party dominant political system, standards of honest 
and efficient administration precipitously declined. Officers of the police, 
the judiciary, the state and local revenue and development services, and 
even the vaunted Indian Administrative Service, were all engaged in sell- 
ing influence (often at fixed prices and graded fees) to individuals ranging 
from industrialists, contractors and suppliers, traders and large agricul- 
turists, to the chief ministers and ministers of the state and central gov- 
ernments. As corruption became institutionalized into a distributive de- 
vice, those who could not aflbrd to pay found themselves at the bottom 
of the list in the allocation of access to “public” goods and services.^ 

By the early 1960s, therefore, social goals of reducing disparities and 
economic aims of rapid industrialization were both being sacrificed, even 
while the achievement of political consensus began to be imperiled by 
economic failures and visible signs of growing corruption. The very fact 
that Congress promises of rapid economic growth and reduction of dis- 
parities failed to materialize was successfully used by all opposition 
groups, radical and conservative, regional or communal, to denigrate the 
policies for democratic socialist reform embodied in the Five Year Plans. 
The leadership’s resolve to maintain the tactical separation between tech- 
niques of “social” and “political” transformation was further tested by 
the conservative opposition’s direct attack on the principle of planning 
and the Planning Commission itself. The assault, which also challenged 
Nehru’s preeminent authority in determining principles of national pol- 
icy, appeared finally to persuade him to reconsider the role of the Con- 
gress party in the process of social change. 

On the eve of the third general elections, amid talk that the entire polit- 
ical system was falling into disrepute, Nehru gave the first sign of re- 
assessing the accommodative style of Congress political organization. At 
the risk of provoking the conservative rank and file, the prime minister 
approved a restatement of the party’s goal in the Congress eleaion 
manifesto to replace the Gandhian formulation of a “cooperative com- 
monwealth” with a more Marxist-sounding commitment to the “estab- 
lishment of a socialist state.” Then, reversing an earlier decision against 
extensive campaigning, he set out on another marathon tour, covering 
14,000 miles by road, rail, and air, appearing before an estimated 20 mil- 
lion people, about 10 percent of the electorate. For the first time, 
moreover, Nehru campaigned not merely for the party as a whole, but 
selectively, giving his personal endorsement to candidates committed to 
the socialist creed. ^ 

^ See John B. Monteiro, Comiplion, pp. 28-69. 

^ Congress Socialist Forum, Looking into the National Mirror , p. 9. 
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Yet, the results of the national elections'^ showed that even Nehru’s ef- 
forts could not entirely compensate for the fact that in many areas, lack 
of educated and trained cadres made Congress committees ineffective as 
campaign organizations. Indeed, the outcome highlighted a growing di- 
lemma of the one-party dominant system. On the one hand. Congress 
was ill-equipped to play a direct, mobilizing role. On the other, it was 
losing its capacity to perform an aggregative function as an umbrella 
party accommodating the demands of newly politicized groups. Party 
leaders reported that the “Congress was more disunited in many states 
this time than in the previous general election”; that Congressmen not 
infrequently “worked with crusading zeal to defeat a Congress candidate 
who would not support their choice in the leadership contest” (for leader 
of the Congress party in the state assembly); and that it was “more a case 
of Congressmen vs. Congressmen than a fight against an opposition 
party. Altogether, partly because of such infighting, forty-nine Con- 
gress ministers were defeated, including four at the Center, as well as the 
chief minister of Madhya Pradesh and two potential chief ministers in 
Gujerat and Mysore. 

The causes of the party’s reverses, moreover, also had deeper roots. At 
the national level, about 45 percent of the electorate voted for Congress 
candidates to the Lok Sabha in 1962, compared to 48 percent in 1957, 
with a net loss to the party of 18 seats. In the states, the total vote polled 
by Congress for the legislative assemblies also declined somewhat from 
almost 45 percent in 1957 to little over 43 percent in 1962. More disturb- 
ing, the party’s lead over the opposition was eroded in its strongholds of 
the Hindi-speaking north. In Madhya Pradesh and Rajasthan, Congress 
failed to win a majority, and the deterioration in neighboring states was 
so marked as to cause concern that “a small gust of wind may turn the 
scale in the next election,”® There were also disconcerting reverses in the 
more highly politicized urban constituencies, particularly in major indus- 
trial centers such as Calcutta, Jamshedpur, Kanpur, Bhopal, and Madras, 
where workers were organized by opposition parties through their trade 
union affiliates. Closer analysis of the election returns did indeed show 
that Congress was losing its momentum, managing to win only one out 
of three additional votes cast in 1962 over 1957, with the greatest erosion 
of voter support evident among the young, illiterate, and lowest-income 
groups.’’ 

The decline in popular support pointed up previously hidden costs to 

For a summary of the results, see Myron Weiner, “India’s Third General Election,” 
Asian Sun’ey, 2:3 (May 1962). 

® Looking into the National Mirror, p. 10. ® Ibid., p. 9. 

’ Indian Institute of Public Opinion, Monthly Public Opinion Surveys, An Analysis of 
Indian Political Behavior, 139, 140, 141 , Vol. 12, nos. 7, 8, 9 (April, May, June 1967), 12, 23. 
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the party of relying on “key men” in the constituencies to deliver the 
votes of personal followings. Not only had the party failed to organize its 
own loyal cadre on the basis of commitment to Congress policies, but it 
had neglected mass education in the specific content of Congress pro- 
grams. But rural voters enjoyed wider lattitude in exercising their own 
opinions and choices in contests for state and national legislative bodies 
than they did in those for local panchayats, since the interests or personal 
position of village leaders usually were not directly at issue. The results 
of the election suggested, in fact, that vaguely defined promises of prog- 
ress toward equality and social justice excited expectations of improve- 
ment, which when weighed against growing income disparities, food 
shortages, rising prices, unemployment, and corruption, stimulated gen- 
eral discontent that could as well be turned against the Congress as any 
other party. Indeed, the 1962 elections demonstrated that when oppo- 
nents of the Congress, regional or communal, conservative or radical, 
could attract better disciplined and committed party workers and/or 
wean away alienated members of the traditional power structure, includ- 
ing princes, ex-zamindars, and large landowners, they could use the very 
slogans advanced by the Congress to win support at the polls for a direct 
attack on national principles of policy in failing to realize the promises 
made by the ruling party. 

Among the more ominous signs, as all opposition parties exploited re- 
gional, communal, and caste grievances in their attempt to build up 
anti-Congress sentiment, was an apparent resurgence of subnational 
political loyalties. In Madras, the Dravida Munnetra Kazhagam (Dravi- 
dian Progressive Association), articulating longstandiVig resentments of 
the Tamil community against northern domination, launched an appeal 
to feelings of regional nationalism that not only attacked Hindi as the na- 
tional language and demanded communal quotas in recruitment to public 
services, but raised the cry for separation of Dravidistan (Kerala, Andhra 
Pradesh, Mysore, and Tamil Nadu) from the Union of India. The cam- 
paign brought a response from the electorate that saw the DMK double 
its 1957 poll.® Similar tactics were used in the Punjab. There, the Sikh- 
based Akali Dal, forsaking the intercommunal alliances that had e.\- 
tended to merger with the Congress party between 1955 and 1960 recon- 
structed itself as an independent party and began a militant new drive for 
the creation of Punjabi Subah, a Sikh majority state. The pattern was also 
repeated in Assam, in the sensitive border area with China, where the 
Hill Leaders’ Conference, agitating on behalf of demands by tribal 
groups pressed for local autonomy within the state. 

The most serious long-term danger to the development of a national 

® See P. Spratt, D.M.K. in Power (Bombay, 1970), pp. 44-46. 
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consensus around principles of equality, planning, secularism, and non- 
alignment was apprehended from the growing strength of national par- 
ties that directly challenged the Congress aim of estabhshing a sociahst 
pattern of society. In particular, thejan Sangh began to make unexpected 
gains. The party, formed in 1951, did not hesitate to identify its objec- 
tives in traditional terms of building a powerful nation-state around the 
revival of the ideals of Hindu culture (Bharatiya Sanskriti), including the 
religious precepts of the ancient Sanskrit tradition and the “age-old scien- 
tific principles of social organization.” At the outset, moreover, thejan 
Sangh had a ready-made cadre in the members of the Rashtriya 
Swayamasevak Sangh (National Volunteer Association). The RSS, a 
Hindu nationalist organization founded in 1925 to mobilize youth in the 
fight for India’s freedom, continued to attract young men through vig- 
orous physical strengthening and cultural education programs that also 
hammered away at the need to “nationalize” aU non-Hindus, especially 
Muslims, in Hindu language and culture as the condition of building a 
strong and united nation. Thejan Sangh, in fact, had originally been or- 
ganized as a surrogate of the RSS, when that organization had been 
briefly banned by the Government of India after the assassination of 
Mahatma Gandhi by one of its former members, and allowed to resume 
activities only upon a pledge that it would confine its work to cultural 
and social programs. Altogether, the RSS was estimated to have some 
700,000 to 1,000,000 dedicated — some believed fanatic — members, or- 
ganized into state, division, district, tehsil, and town units. Key posts 
were fiUed by locally influential persons nominated by a national “su- 
preme leader” to ensure a ready response to directives from above. As 
individuals, moreover, RSS workers were still permitted to join any 
political party. They provided the backbone of thejan Sangh organiza- 
tion, once the party leadership adopted virtually the entire RSS 
ideology.^ 

During the 1952 and 1957 elections, this cadre, drawn mainly from 
among urban shopkeepers, traders, professionals, and the lower ranks of 
the civil service, including the pohce, provided the election funds and 
campaign workers responsible for the party’s modest successes in the 
main areas of RSS strength: the urban constituencies of Madhya Pradesh, 
Uttar Pradesh, and Punjab. In 1962, the party had larger ambitions. It 
aimed to achieve the status of official opposition in Uttar Pradesh and 
Madhya Pradesh, the areas of the Hindi-speaking heartland where it had 
previously shown its greatest strength. By this time, moreover, the party 
was making vigorous efforts to extend its organization outside the 

® For a discussion of the ideology and organization of the RSS and its relarionship to the 
founding of thejan Sangh, see Craig Baxter, The Jam Sangh: A Biography of an Indian Politi- 
cal Party, chs. 3, 4. 
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Hindi-speaking areas and down to the village level. They set out to at- 
tract a more broadly based cadre of workers, enlisting college youth as 
party activists by aggressive recruitment for its student affiliate, the Akhil 
Bharatiya Vidyarthi Parishad. In addition, the national leadership ex- 
perimented with a more cosmopolitan appeal, endorsing full guarantees 
for freedom of faith and worship (albeit still stressing the importance of 
Hindu culture), and giving greater importance to economic issues. Al- 
though the Jan Sangh advocated economic policies that were little differ- 
ent from the free enterprise program advanced by Swatantra, the party 
nevertheless adopted a populist rhetoric in calling for more equitable dis- 
tribution of wealth. Still, the populist slogans were advanced side-by- 
side with a bitter attack on the Congress party’s proposals for agrarian 
reform, especially the Nagpur program for cooperative farming. That 
policy was denounced as one that would both impoverish agriculturists 
and deliver India to a godless political system of communism. Indeed, 
Jan Sangh propaganda launched a campaign of vilification against the 
Congress party — including personal attacks on Nehru — that accused the 
national leadership of undermining resistance to communism at home 
through secular policies that weakened religious values, while betraying 
the motherland abroad in concessions to Pakistan and China that could 
have been avoided by suspending doctrinaire insistence on nonalignmcnt 
and seeking American support.^® 

Improved organizational strength, more careful recruitment of local 
notables as candidates (including big ex-zamindars and talukdars in rural 
areas), and populist rhetoric had a positive, albeit modest effect at the 
polls. Overall, the increase in popular vote for the Jan Sangh was less 
than 1 percent at the Center, rising from 5.9 percent in 1957 to 6.4 per- 
cent in 1962; and 2 percent at the state level, up from 4 percent in 1957 to 
6 percent in 1962. The major difference, however, was the party’s grow- 
ing effectiveness as an electoral organization in maximizing the number 
of seats won. Jan Sangh representatives increased in the Lok Sabha from 
4 to 14 members; and in the state assemblies from 46 to 116 MLAs. The 
party achieved its main goal, moreover, of emerging as the official oppo- 
sition (with at least 10 percent of the seats) in both Uttar Pradesh and 

'“Jan Sangh propaganda — as described by Congressmen — was said to portray leaders of 
the ruling party as “anti-Hindu,” men who had no respect for Hindu temples or sacred 
places; fostered intercaste and intercommunal marriage; encouraged large-scale cow slaugh- 
ter to supply government-owned hotels with beef; and were cowards who betrayed the 
national interest in acceding to Pakistani and Chinese occupation of Indian territory. Nehru 
himself was often the personal target of such villification. One story told was that the 
government-owned Asoka Hotel in New Delhi had been built especially to prepare beef for 
his meals. “For this purpose, a cow in very advanced stage of pregnancy is brought and five 
people jump on it. The ejected calf is then cooked for the P.M.’s meals." See H. D. 
Malaviya, The Danger of Right Reaction, A Socialist Congressman Publication, pp. 30. 
42-43. 
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Madhya Pradesh. In Uttar Pradesh, the key state in Indian electoral poli- 
tics, the Jan Sangh managed to win over 17 percent of the popular vote. 
More significant, it made its greatest inroads in rural areas. 

Among the national leadership, the Jan Sangh’s successes were re- 
ceived with special alarm that went beyond chronic concern about the 
resurgence of “communal tendencies.” Congress sociahsts, in particular, 
perceived the Jan Sangh as a quasi-fascist organization using communal, 
populist, and militarist appeals to focus resentment for economic hard- 
ships at home and losses of Indian territory to enemies abroad against a 
rehgious minority, while relying for finances and leadership on upper- 
caste Hindus, including “a number of Zamindars, Rajas, Maharajas and 
other rich landed interests in our country” eager to exploit communalism 
as a diversionary tactic in resisting demands for social reform. Such ap- 
prehensions were reinforced, moreover, by the impressive performance 
of the conservative Swatantra party in its first effort at the poUs. 

Swatantra, a new organization lacking its own cadre, was nevertheless 
able to attract locally influential leaders of the opposition who previously 
had put together small regional parties or entered local pohtics as inde- 
pendents. One fertile recruiting ground was among the former princes. 
In Orissa, the Ganatantra Parishad, then the second strongest party in the 
state, merged with Swatantra after its leadership found the principles of 
the new party “remarkably similar to the ideals of the Ganatantra 
Parishad. Similarly, in Bihar the Janta party, at that time the third 
largest in the state, led by the Raja of Ramgarh, merged with Swatantra 
in an effort to expand its power for a continuing assault against the state 
Congress leadership over the abohtion of zamindari rights. Ex-princes 
and former zamindars also provided the leadership core for Swatantra 
party units in Rajasthan, Uttar Pradesh, and Punjab. The party, in addi- 
tion, attracted substantial support from upper-caste groups, especially 
the landed Rajput castes organized in Kshatriya caste associations in 
northern India. Individually and collectively, the ex-rulers, ex-za- 
mindars, and large landowners put their “vote banks” built on tradi- 
tional ties of kinship, caste, and economic dependence at the disposal of 
the Swatantra party. Like the Jan Sangh, moreover, the Swatantra lead- 
ership echoed the Congress in promising greater equality and social jus- 
tice for the common man, while simultaneously waging a relentless at- 
tack on the Nagpur proposals “to defend the interest of the people op- 
pressed by the State. Swatantra leaders accused the Congress party 
collectively and Nehru personally of preparing the ground for com- 


Baxter, The Jana Sangh, pp. 217-23. 
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Erdman, The Swatantra Party and Indian Conservatism, p. 117. 
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munism in India by adopting policies for joint farming that amounted to 
confiscation of property and an end to political freedom. 

Such propaganda was effective. Congress workers traveling in rural 
areas reported growing support for the Jan Sangh and Swatantra among 
peasant landowners. Longtime national leaders found themselves on the 
defensive. G. L. Nanda reported he was “appalled to see that half my 
energy during the five weeks or so of the campaign had to be spent sim- 
ply defending myself and the Congress on the question of cooperative 
farming. In that area, everybody was told the Congress wanted to take 
away the peasant’s land.”^^ In the end, Swatantra polled about 8 percent 
of the popular vote in the national election, to become the third largest 
party after Congress and the CPI in the Lok Sabha. At the state level, 
where it won about 7 percent of the votes polled, Swatantra secured the 
second largest total of assembly seats, emerging as the largest opposition 
party in four states: Bihar, Gujerat, Rajasthan, and Orissa.’^ 

Assessing the combined gains ofjan Sangh and Swatantra, some Con- 
gress leaders believed they were witnessing the emergence for the first 
time of “a right reactionary opposition in an organized way” that sig- 
nalled the determination of the propertied classes to “fight with all re- 
sources at their command and resort to all means and methods without 
any scruples” to protect their position. Ex-princes, former zamindars, 
and large landowners, after ten years of seeming quiescence, “somehow 
felt themselves strong enough to cast off their masks of meekness and 
come out openly and defiantly in opposition to Nehru and the Indian Na- 
tional Congress.”^’ The prospect of more formal collaboration between 
the Jan Sangh and Swatantra could also not be ignored. Although 
Swatantra’s leaders were generally repelled by the blatant communal ap- 
peal used by Jan Sangh, the two parties shared a broad area of agreement 
in challenging Nehru’s policies on socialism and planning. Together, 
they might maximize their political impact. The resources of capitalism 
potentially available to Swatantra in the vast financial assets of the major 
business houses and control over important English-language newspa- 
pers, joined to the grass-roots organization of the Hindu communalist 
movement commanded by the Jan Sangh through its RSS cadre, raised 
the specter of a strong party on the right that could attract sufficient mass 
support to mount a serious challenge to Congress dominance. Separately 
or in combination, moreover, the Jan Sangh, as well as Swatantra, had 
already demonstrated their ability through manipulation of traditional 
ideals and power structures to “utilize the ignorance and subservience of 

G. L. Nanda, “Origin of Congress Forum for Socialist Action," Journal of the Cou(;rcss 
Forum for Socialist Action, 1:1 (August 15, 1962), 22. 

Indian National Congress, The Fourth General Elections, A Statistical Analysis, pp. 71, 
79. 

Malaviya, The Danger of Right Reaaion, pp. 1 17, 122. 
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the erstwhile beneficiaries [of sociahst reforms] to defeat the Congress 
and Congress programs.”^® In fact, in the absence of any effort by the 
Congress party at direct pohtical propaganda and organization, the bulk 
of the peasantry could probably be kept fragmented almost indefinitely 
along caste and communal lines. The Congress party’s own organiza- 
tional pattern of vertical mobihzation through leaders of the dominant 
landowning castes was a powerful contributing factor in strengthening 
the traditional system. It reinforced factional structures that perpetuated 
the division of the lower castes and excluded them from direct access to 
external sources of power. It even seemed possible that the Congress sys- 
tem might ultimately frustrate whatever potential did exist for peaceful 
social mobilization of the peasantry through the democratic process. As- 
suming that universal suffrage and an open electoral process ultimately 
did expand effeaive participation to accelerate the emergence of class 
consciousness among the most impoverished sections of the peasantry', 
new horizontal ahgnments could be expected to seek pohtical expression 
through parties of the radical left rather than those committed to demo- 
cratic sociahsm. 

An incipient polarization was already discernible. By the early 1960s 
the share of the democratic Sociahst parties (other than Congress) in the 
total vote had noticeably declined. The PSP’s percentage of the popular 
vote was reduced from more than 10 percent in 1957 to 6.4 percent in 
1962. The newly formed Sociahst party, a splinter group of the PSP led 
by Rammanohar Lohia, contributed to this attrition, although by itself it 
was able to attract less than 3 percent of the vote.^^ By contrast, the 
communists held their own, improving their poU shghtly from almost 9 
percent in 1957 to approximately 10 percent in 1962, and maintaining 
their position as the largest opposition in the Lok Sabha.^° At the state 
level, although communist strength declined somewhat from more than 
9 percent of the votes cast in 1957 to 8.5 percent in 1962,^^ more effective 
electoral strategies, including united front aUiances to minimize the ad- 
vantage of Congress against a fragmented opposition, succeeded in con- 
sohdating regional bases of support. In West Bengal, the United Left 
Front (the CPI-led aUiance) commanded almost one-third of the popular 
vote. The CPI alone, concentrating its efforts in local strongholds, in- 

Nanda, “Origin of the Congress Forum for Socialist Action,” p. 22. 
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creased its vote from approximately 18 percent in 1957 to almost 25 per- 
cent in 1962, closing part of the gap between itself and the Congress 
party, whose support remained relatively constant at 47 percent. The 
CPI’s gains in West Bengal, moreover, were not confined to urban con- 
stituencies. The returns indicated the party’s growing ability to expand 
the base of its popular support into rural areas. In Andhra Pradesh and 
Kerala, the two other areas of CPI strength, the party’s support in rural 
constituencies was already well established. The situation in Kerala, 
moreover, despite the success of the anticommunist opposition’s “Liber- 
ation Struggle’’ against the Communist ministry that had forced imposi- 
tion of President’s Rule in July 1959, did not justify the general impres- 
sion that communism in Kerala had been defeated. The mid-term elec- 
tion in February 1960, which saw the Congress party enter into an 
electoral alliance with the PSP and the Muslim League, did inflict major 
losses of seats on the CPI, and effectively prevented the formation of 
another united front government. Yet the CPI, which campaigned on its 
accomplishments in introducing the agrarian relations act and passing the 
education act, was able to rely on loyal village cadres from among the 
landless and Harijan classes to maintain and even increase its voter sup- 
port in the rural areas. Although Nehru had personally spearheaded the 
Congress electoral campaign in Kerala, the 1960 poll revealed that in the 
three years since 1957, the proportion of the total vote won by the Con- 
gress party decreased from 37.4 percent to 34.5 percent. At the same 
time, the share of the Communists rose from 35 percent to 36.7 percent. 
If votes polled for communist-supported independents were included, 
moreover, the CPI had managed to mobilize almost 44 percent of the 
popular vote.^"* 

Meanwhile, at the national level, there were signs that the communists 
were attempting to use the tactical line of peaceful transition first tested 
in Kerala to rally support of disillusioned supporters of Congress and 
other democratic socialist parties. As in Kerala, the CPI emphasized that 
its immediate aim was to execute Congress policies the government had 
failed in carrying out. Indeed, the CPI leadership expressed solidarity 
with “progressive” Congress candidates in constituencies where it had 
no candidate of its own, and even offered to support Congressmen of 
more conservative stripe who were thought to be in a fight against “reac- 
tionaries.” 

Thus, by 1962, there was an emerging pattern which showed the op- 
position vote slowly polarizing around conservative communal and 
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capitalist parties on the one hand, and the Communists on the other. The 
rationale for the Congress party’s role as an instrument of national con- 
sensus was significantly weakened. The socialists inside Congress en\-is- 
aged that popular support for the principles of the party would shrink at 
both ends of the pohtical spectrum, so that “Congress would appear as a 
part)'^ of the Centre which will have to fight two diametrically opposed 
forces at the same time.”^ Assessment of the meaning of the election 
results by the more conser\^ative opinion represented in the English- 
language press was broadly similar. Pohtical obser\’^ers linked together 
the strong showing of Swatantra and Jan Sangh as ewdence of voter dis- 
affection with the Congress variety of democratic sociahsm. The Hindu 
noted signs of a “developing contest between pragmatic sociahsm of the 
Congress . . . and the extremism of the Communists on the one side, and 
on the other, the progressive hberahsm of the Swatantra and Jan Sangh 
parties, with their emphasis on Emits to the State’s incursions in the eco- 
nomic field and greater realism in planning.’’-^ 

Almost immediately after the elections, the sociahst and Gandhian 
contingent inside Congress once again approached Nehru about the 
necessity of taking “energetic efforts to bring about greater ideological 
awareness and homogeneity in the ranks of the Congress.’’^’ Earlier 
hopes that the Congress Sociahst Forum, organized in December 1957, 
would take up this task had been disappointed. The Forum, which failed 
to attraa more than a dozen MPs, functioned only as a discussion group 
in sociahst theoty% mainly with reference to planning. By contrast, the 
need was for an action-oriented body that could exert pressure within the 
party^ on behalf of effective implementation of plan pohcies. In May 
1962, Gulzarilal Nanda, then home minister, began to canvass support 
for the formation of a new Congress Forum for Sociahst Action, one that 
would consider the content of the sociahst pattern in terms of specific 
measures and programs and assist in the implementation of resolutions 
adopted by the Congress, especiaUy the programs embodied in the 
Five Year Plans. Nanda’s suggestion found support among several 
longtime socialist and Gandhian MPs, as weh as a smaU nucleus of 
young “radicals” just succeeding to positions of leadership in the state 
PCCs. The younger members, who took their lead from the Congress 
party’s 1962 election manifesto calling for the establishment of a sociahst 
state, beheved that immediate action was imperative to arrest the loss of 
popular support for the party, especiaUy among younger voters disil- 
lusioned by the gap betv^een Congress promises and performance. Al- 


^ Looking into the Xatioiutl Mirror, p. 1 1. 
Cited in Baxter, The Jana Sangh. p. 231. 
Looking into the Xational Mirror, p. 1 1. 



ATTACK ON SOCIALIST PRINCIPLES 


213 


though Nehru was still uneasy that the Forum might function in a 
“group way,”^® this time he appeared receptive to arguments in favor of 
consolidating a socialist core. Indeed, he endorsed the Working Commit- 
tee’s approval of the organization of the Forum in August 1962, and in- 
augurated its first meeting. 

Nehru’s motives in lending his personal prestige to the formation of a 
separate socialist group inside the party must remain a matter of specula- 
tion. The younger socialists, at least, regarded the organization of the 
Forum as the first step toward redefining the role of the Congress party 
in the strategy of social transformation. 

The “nonpolitical’’ approach to social and economic reform through 
institutional changes aimed at improving the position of the poor peas- 
antry relative to larger landowners, launched under cover of the Com- 
munity Development program, was widely recognized to have failed. 
Well-entrenched elites, exploiting traditional peasant ties to caste, com- 
munity, and faction, captured control of the people’s institutions and 
immobilized them as agencies for redistribution of income, status, and 
power. Certain elements of the peasantry realized the advantage of large 
numbers in organizing for united action within the framework of univer- 
sal suffrage and party competition. But even they were fearful of defying 
local notables who could retaliate with impunity as long as they 
monopolized access to external sources of political authority. Class con- 
ciliation methods had to rely on the local administration to carry out 
mass-oriented rural improvement schemes. However, under these cir- 
cumstances, with the Congress party claiming to represent all interests, 
including those of the propertied castes, conciliation worked only to de- 
prive the village poor of leadership and organization in demanding effec- 
tive implementation of plan policies. The best possibility of bringing to 
bear the primary resources of the poor in their superior numbers rested 
on outside intervention by a committed party cadre. An attempt at direct 
peasant mobilization could raise mass consciousness through propaganda 
aimed at introducing issue-oriented politics. It could also spearhead effec- 
tive grass-roots organization by recruiting from among members of the 
poorer castes with the greatest stake in change; and most important, it 
could provide protection for local cadres by building reliable new rela- 
tionships between them and sources of power beyond the village. 

The younger socialists in Congress saw no alternative but to end the 
tactical separation between “social” and “political” issues that had char- 
acterized the national leadership’s approach to social transformation since 
the early days of the independence movement. They were convinced that 

Nehru’s letter endorsing the forum is cited in G. L. Nanda, “Origin of the Forum for 
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the Congress party would have to give up its umbrella character. The 
leaders of the Forum envisaged a fundamental change in the composition 
of the party to “face squarely the consequences of the acceptance of 
sociahsm.”^^ The Congress, according to this view, had to weed out 
“capitalist men, casteist-orthodox men, feudal men” and to create a 
committed cadre “imbued with the spirit of sociahsm.”^” 

In the summer of 1962, steps were taken which only years later were to 
appear critical to the development of the Congress party. The Congress 
Forum for Socialist Action, working out of AICC headquarters in New 
Delhi, took some prehminary initiatives toward setting up the new 
framework of its organization inside the party. Starting with an initial 
membership of some 17 MPs in the central “section,” the Forum envis- 
aged the organization of sections corresponding to the various levels of 
party organization, reaching down to the state, distria, and mandal 
units. Each section was to have its own steering committee drawn from 
persons whose “principal source of income is earnings from personal 
work,” and who were either full-time workers in the Congress party or 
in some field of constructive work. Initial plans called for a small cadre of 
paid full-time workers, two or three at the Center, at least one in every 
state, a minimum often workers for a district, and three or four workers 
per Block to act as an auxiliary team to official personnel in implementa- 
tion of national plan policies. The organizational task, which fell to 
Nanda as the founder of the Forum, was pursued through a series of vis- 
its to the states that enHsted at least the formal support of the chief minis- 
ters and the presidents of the Pradesh Congress Committees. By the 
early months of 1963, Nanda reported successes in organizing units of 
the Forum in several states, including Madras, Punjab, Bihar, and Uttar 
Pradesh. 

Confrontation between the leadership and those who opposed the 
socialist pattern developed much sooner than the sociahsts expected, 
however, and not by their choice. Moreover, it led at least temporarily to 
the virtually total echpse of their influence inside the party. The pre- 
cipitating factor, as in 1959, was another external challenge mounted by 
China on India’s borders, this time with devastating effect. A large-scale 
Chinese offensive, launched on October 23, 1962, in both NEFA and 
Ladakh, inflicted major casualties on an ill-equipped Indian army, and re- 
sulted in Chinese occupation of some 14,500 square miles of territory 
claimed by India. 

Overnight, Nehru’s pohcy of paiichsheel and the essential principles of 
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nonalignment were exposed to public ridicule. Indeed, by the time the 
Chinese announced a surprising unilateral withdrawal on December 1, 
Nehru had himself felt compelled not only to request immediate Ameri- 
can military aid to India, including an airlift of infantry weapons and 
light equipment for troops fighting on the border, and even American- 
piloted transport planes, but had authorized a formal request to Washing- 
ton for consideration of a joint air defense, involving American air cover 
for Indian cities in order to free India’s air force for tactical raids against 
the Chinese. As hundreds of U.S. military advisors and air force person- 
nel descended on New Delhi, the American ambassador recorded that 
“even the word non-alignment has disappeared from everything but the 
Prime Minister’s speeches and the left wing press, and there is lively dis- 
cussion as to whether we will insist on it’’ (that is, on formal repudiation 
of nonalignment). 

The most ferocious assaults were directed at Nehru’s friend of thirty 
years, the defense minister, V. K. Krishna Menon, a staunch leftist, with 
an inappropriate preference not for mountain divisions but for invest- 
ment in highly advanced technologies, including supersonic planes that 
were still on the drawing boards. But the attacks went further, this time 
to challenge the prime minister’s role as the arbiter of national policy. 
Nehru’s judgment in endorsing the policies of his defense minister was 
called into question. Some critics suggested that the prime minister’s 
“doctrinaire socialist thinking” was to blame for government’s failure to 
recognize the necessity of preparedness for a land war against China, 
which as an avowedly socialist state had been considered by definition to 
be a peaceful neighbor. Members of the national Congress party leader- 
ship including the Working Committee and the Congress parliamentary 
party, all of whom had routinely deferred to Nehru on all major deci- 
sions since 1950, were adamant in insisting that Menon be dismissed as 
minister of defense. Within two weeks of the first Chinese offensive, 
Nehru, unable to resist the demands of colleagues, removed Menon 
from all positions inside the government. The forced ouster of the de- 
fense minister, moreover, was followed within a few months by the exit 
of the minister of mines and fuel, K. D. Malaviya, after a concerted at- 
tack by the opposition raised a barrage of charges that he had misused 
election funds. Malaviya, the architect of the public-sector oil industry 
and a founder of the Congress Forum for Socialist Action, had long been, 
with Menon, Nehru’s mainstay inside the Cabinet on domestic policies 
of socialism and economic planning. Indeed, almost from the first day 
that a National Emergency was declared in response to the Chinese at- 
tack, the issue of military preparedness was used by opponents of the 
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I public sector to undermine the entire planning effort through arguments 
for a major reduction in expenditure on industrial projects in favor of de- 
\ fense during the Third Plan. 

Purely in economic terms, the rationale for a reorientation of national 
development policy toward a primary role for private enterprise was 
powerful. There were clear signs that the Third Plan was falling into 
deepening crisis. Progress in the vital agricultural sector was stalemated. 
Foodgrains production in 1961/62 showed no improvement over the pre- 
vious year, and in 1962/63 registered a dechne. Production of sugar cane, 
oilseeds, and cotton also dropped below previous levels. Progress in the 
industrial sector was somewhat more encouraging. Even so, the rate of 
increase in production of 6.5 percent in 1961/62 and 8 percent in 1962/63 
was well below the average annual target of 14 percent. Shortages of im- 
ported materials, coal, and power, as well as transportation bottlenecks 
delayed both public and private-sector projects. The failure to increase 
agricultural production once again had the greatest negative impact, af- 
fecting raw materials supplies and depressing demand for products of 
major consumer goods industries. Indeed, the static production levels in 
agriculture were mainly responsible for pushing down the overall gains 
of the economy in the first two years of the Plan to an average annual 
increase of 2.5 percent, roughly the same rate as that of population 
growth. By the first half of 1962, there were warning signs of another 
inflationary price spiral that could threaten the cost structure of Plan 
projects. Between March and August, the level of wholesale prices rose 
by over 6 percent, led by the increase in foodgrains prices of more than 9 
percent. Added to these pressures was a growing strain on the balance of 
payments, starting toward the end of 1962.^^ 

Even before the Emergency, the finance ministry had run into difficul- 
ties in providing for plarmed development outlay within the limits of 
deficit financing considered safe for the five-year period. In the first year 
of the Third Plan, total Plan outlay of Rs. 1,130 crores was achieved at 
the cost of deficit financing amounting to Rs. 168 crores, almost one- 
third of the total of Rs. 524 crores visuahzed for the entire fh^e-year peri- 
od. Part of the problem was the increasing dependence of the states on 
central grants and loans to finance aggregate expenditures, as they failed 
to levy measures of additional taxation that could tap the resource poten- 
tial of the rural sector. Compared to the First and Second Plans, when 
central assistance had contributed approximately 41 percent and 48 per- 
cent, respectively, of total budgetary expenditure at the state level, this 
proportion climbed to 52 percent in 1961/62 — ^with the proportion of de- 

For a detailed re\new of economic performance during the first two years of the Third 
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velopment expenditure financed by transfer of resources from the Center 
to the states reaching 56 percent. 3“* 

The impact of the Emergency on the already strained budgetary posi- 
tion appeared devastating. The 1962/63 budget, which had managed to 
increase total Plan outlay to Rs. 1,414 crores, while holding deficit fin- 
ancing to Rs. 90 crores, provided Rs. 376 crores for defense. But in No- 
vember, a supplementary provision of Rs. 95 crores had to be voted, and 
an additional Rs. 13 crores was spent. In addition to this extra burden, 
the Center was once again called upon to increase its assistance to the 
states to 54 percent of total expenditure, and a record 62 percent of de- 
velopment expenditure. The overall budgetary deficit climbed to Rs. 240 
crores. In the first two years of the Third Plan, deficit financing totalled 
Rs. 408 crores, or 70 percent of the amount considered safe for the entire 
five-year period.^® The long-term prospect, moreover, was for a sub- 
stantially enlarged defense effort at more than double 1962/63 levels of 
expenditure of well over Rs. 800 crores per annum. 

The chief ministers of the states who gathered for the November 1962 
meeting of the National Development Council to discuss the Annual 
Plan for 1963/64 were therefore confident in arguing for a substantial re- 
duction in Plan outlay, and much greater reliance on the private sector to 
carry out development schemes, while stepping up public outlays on de- 
fense. This time, however, Nehru refused to give way. In an impas- 
sioned speech that defied the opposition, he insisted that the Plan as a 
whole, and in particular the program of development in heavy and in- 
termediate industries, was vitally connected to defense efforts, and that 
allocations to these projects should in fact be increased. The chief minis- 
ters, still sufficiently uncertain at the outcome of taking differences with 
Nehru to the public, decided once again to acquiesce. It was only this 
show of determination by Nehru, “in set[ting] his face firmly against 
any attempt to nibble away at the Plan from within that made it possible 
to continue the Plan.”^® At the subsequent meeting of the National De- 
velopment Council in January 1963, the chief ministers reaffirmed that 
the Plan was essential for defense, and even agreed to adjustments in the 
allocation of total investment that reduced expenditures under social 
services, major and medium irrigation projects, and village and small- 
scale industries, to provide a modest increase in outlays on power, indus- 
try, and minerals. 

Even if Nehru had once again succeeded in enforcing a “consensus” 
within his own party, the unprecedented effort at resource mobilization 
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needed to finance both development and greatly increased defense ex- 
penditures set him on a collision course with the business community 
that rapidly assumed the character of a confrontation on basic principles 
of economic policy. The 1963/64 budget, presented to the Lok Sabha on 
February 28, 1963, by the finance minister, Moraiji Desai, reflected 
Nehru’s mandate that the full claims both of defense and development 
must be met. Total outlay essential to the defense efibrt was estimated at 
Rs. 867 crores, an increase of Rs. 491 crores over 1962/63 levels. At the 
same time, a step-up in total Plan expenditure of Rs. 237 crores (from 
Rs. 1,414 crores in 1962/63 to Rs. 1,651 crores in 1963/64) was required to 
maintain the momentum of development. A rewew of all sources of rev- 
enue revealed a budgetary gap of Rs. 454 crores, “aris[ing] almost en- 
tirely from the increase in Defense outlays. The finance minister, cit- 
ing the “chaos of inflation” that would be caused by leaving the gap 
uncovered, soberly informed the members of parhament, “EarHer in the 
year, it was my hope and expectation that having raised taxation in the 
first two years of the Plan to meet nearly 80 percent of the target for the 
Third Five Year Plan, it would be possible to provide for aU essential re- 
quirements this year without any significant additional taxation. But the 
new threat on our borders had made it necessary for me to come to the 
House with proposals for a much higher order of taxation. ... I am 
deeply conscious of the fact that the scale of taxation I am about to pro- 
pose is going to impose an unprecedented burden.”^® 

The finance minister at first had recourse to conventional methods — a 
general surcharge on all import duties and selective additional increases 
on a number of articles; selective surcharges on central excise duties over 
a wide range of articles consisting mostly of “luxury items consumed by 
the more weU to do classes”; an additional surcharge on the incomes after 
tax of individuals and Hindu joint famihes; a surcharge on the income tax 
payable by registered firms, and an absolute hmit on tax deductions by 
companies for expenditures on remuneration and perquisites for em- 
ployees. Yet, with aU this, the budgetary gap still yawned wide at over 
Rs. 200 crores. 

Desai’s solution to this dilemma was to propose new forms of taxation 
that appeared finally to unleash the long-feared attack on the prerogatives 
of private property. In proposals that evoked the recommendations en- 
dorsed by the Congress party in the Nagpur Resolution on Planning, the 
budget called for an absolute ceihng on returns to capital; and a nation- 
wide scheme for compulsort'^ savings. The first proposal, the super- 
profits tax, was presented as a remedy for the shortcoming of the exist- 
ing system of corporate taxation, namely that “there is no correlation 
between the rate of tax and the percentage of profits. The super- 
s’ Budget for 1963-64, p. 146. 

S’ Ibid., p. 153. 
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profits tax was to be imposed on companies when their income, after de- 
ducting the income tax and surcharges payable by them, exceeded 6 per- 
cent of their capital and reserves. The rate of tax was a minimum of 50 
percent of the income above six percent but under ten percent, and 60 
percent of the income above 10 percent. The second proposal, for a com- 
pulsory deposit scheme, provided for the collection of progressively 
scaled compulsory deposits (subject to specified maxima), withdrawable 
after five years, and bearing simple interest of 4 percent per annum, from 
individual taxpayers, urban property owners, and landowners liable to 
land revenue payment."*® Inasmuch as the collection of compulsory sav- 
ings in the rural sector depended on the introduction and enforcement of 
legislation by the states, however, the immediate and effective focus of 
the scheme was once again the urban taxpayer. 

The business community was outraged. Assaulted by the combination 
of additional indirect taxes, surcharges on income, and the punishing 
super-profits tax — all of which were expected to raise the entire cost 
structure of industry and depress incentives for investment — they reacted 
with an attack on the economic policies of the government that went be- 
yond these specific measures to indict the very principle of planning and 
the Planning Commission itself. The Federation of Indian Chambers of 
Commerce and Industry, accusing the Planning Commission of being 
more interested in meeting high investment targets than ensuring that 
expenditures led to commensurate increases in production, charged the 
government with failure on all economic fronts. Demanding recognition 
for the dominant role of private enterprise in development programs, 
they insisted on an end to limitations on spheres of activity, and elimina- 
tion of the multiple rules and regulatory arrangements under which pri- 
vate companies had to operate. 

The Jan Sangh and Swatantra vigorously joined in the attack. Spokes- 
men for Swatantra issued a blanket indictment of all government inter- 
vention in the development of nondefense industries. According to 
Swatantra: 

Apart from defense industries, on which Government should con- 
centrate in this period of emergency, it would leave the develop- 
ment of large-scale industries largely to private enterprise. Private 
enterprise which put up the great Tata Steel Factory and the textile 
and cement factories can be trusted to starting large-scale industries 
in steel and machine tools and heavy machines, according to the 
proved needs of the country. The Swatantra Party feels that Gov- 
ernment must keep out of business and industry. . . . But, while 
keeping out of industry. Government, according to the Swatantra 

The text of the Super Profits Tax Bill, 1963, and the Compulsory Deposit Scheme 
Bill, 1963, are reproduced ibid., pp. 377-404. 



220 ATTACK ON SOCIALIST PRINCIPLES 

plan will help private enterprise, giving facilities and aids in regard to 
the securing of capital from inside and outside the country, raw ma- 
terials, technical equipment, by the abolition of the system of per- 
mits, licenses, quotas."*^ 

Nehru’s initial reaction to his critics was only moderate concern, in the 
belief that they could be discredited through a vigorous restatement of 
his personal determination to continue basic Plan policies and programs. 
In April 1963, he used the occasion of the AICC debate on the Chinese 
invasion to warn his detractors that he was well aware of their tactics in 
using India’s military difficulties for a general attack on longstanding 
principles of national policy, and served notice that such efforts would be 
firmly resisted. The official AICC Resolution on the “Chinese Aggres- 
sion” included this strong passage: 

While the Government of India are striving hard to meet the 
Chinese menace, certain elements in our country are taking advan- 
tage of this difficult situation to launch an attack on the cherished 
ideals and policies for which the Congress Organization has aU 
along firmly stood and which form the basis for the various pro- 
grammes and policies of the Congress Governments at the Centre 
and in the States. We are pledged to establish a socialist society to be 
achieved within the framework of a democratic pattern through a 
planned economy. In international affairs we have adopted the pol- 
icy of non-alignment and it is our objective to work for the estab- 
lishment of world peace. Attempts are now being made to cast 
doubts on the soundness and validity of these poHcies and pro- 
grammes by reactionary and vested interests. The All-India Con- 
gress Committee wishes to reaffirm its unflinching faith in these 
policies and programmes which are not only good in themselves but 
are in the best interests of the country.'*- 

The assault on government policies led by business interests and the 
conservative opposition nevertheless suddenly assumed more serious 
dimensions. A series of parliamentary by-elections in the spring of 1963 
revealed further evidence of general discontent. More striking, it ap- 
peared that popular disappointments could be harnessed by consohdated 
opposition parties for a successful attack against the faction-ridden Con- 
gress, to undermine the credibihty of the ruhng party and by extension 
to challenge Nehru’s preeminent leadership role. 

■” M. Ruthnaswamy, “The Swatantra Idea of Planning.” Swaraiya (November 9, 1963), 
p. 11- 

■*- All India Congress Committee Meeting, New Delhi, 6 and 7 April, 1963, “Chinese 
Aggression,” mimeographed, p. 3. 
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The contests occurred in three constituencies that were considered 
“safe” for the Congress party: Amroha and Farukhabad in Nehru’s home 
state of Uttar Pradesh, and Rajkot in Gujerat. The opposition, deter- 
mined to use the elections as an opportunity to challenge and ridicule 
both the military and economic policies of the government, put up their 
most outstanding candidates. Each was also known to be a prominent 
personal adversary of Nehru: Rammanohar Lohia of the Socialist party 
in Farukhabad; AcharyaJ. B. Kripalani, running as an independent in Am- 
roha; and Minoo Masani, representing Swatantra in Rajkot. The Con- 
gress party, accepting the challenge, gave nominations to figures of na- 
tional prominence, including ministers in the Union Cabinet (in Amroha 
and Farukhabad), and a sitting member of the Rajya Sabha (in Rajkot). 
They then called upon the electorate to vote for the Congress and dem- 
onstrate their support of the prime minister and the government. 

In each case of the by-elections, the Congress party candidate was de- 
feated. The opposition exulted that the result demonstrated a popular 
vote of no confidence against the government for its inept handling of 
military and economic affairs. In fact, attempts to explain Congress 
policies and problems of implementation to the voters had been, at best, 
superficial. Factionalism was increasingly paralyzing the local Congress 
party organizations and undermining the entire structure of mass support 
for the national leadership. In all three constituencies, Congress workers 
demonstrated greater loyalty to local factional leaders than to the national 
party, and canvassed for the official nominee only if he was also the fac- 
tion’s preferred candidate. Even then, with district Congress organiza- 
tions badly divided by personal rivalries, it was difficult to mount a vig- 
orous campaign. Workers in the field, cut off from a unified election 
command, made half-hearted efforts at direct voter contact, rarely visit- 
ing villages off the main roads, or even arranging public meetings, and 
relied instead on “key men” (whose loyalty to the nominee was itself un- 
certain in the context of local rivalries) to “deliver” the popular vote. By 
contrast, the opposition forces made strenuous efforts to cooperate and 
to mobilize a large contingent of campaign workers. In Amroha, all of 
the opposition parties, except the Communists, rallied around Kripalani, 
with the Jan Sangh in particular providing disciplined volunteers, includ- 
ing RSS cadres, for sustained village work. The pattern was similar in 
Farukhabad. Lohia, drawing support from the Jan Sangh no less than the 
socialists, was able to deploy thousands of workers in the rural areas dur- 
ing the final week of the campaign. In Rajkot, logistics were even better. 
Swatantra managed excellent coordination of its campaign through a 
well-funded and staffed district election office. It arranged separate meet- 
ings with leaders presenting all different sections of the v'oters and fac- 
tions within these sections, and also imported prominent party workers 
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from outside the constituency to make contact with voters sharing 
common regional, linguistic, caste, and professional backgrounds. In 
addition, Masani rallied the support of both the PSP and Jan Sangh, the 
latter once again supplying RSS volunteers for sustained campaigning in 
the villages.'*^ 

The most incisive analysis of the organizational weaknesses contribut- 
ing to Congress defeats was offered in an election post-mortem carried 
out by the AICC’s own By-Election Committee. The report drew a 
vivid picture of the organizational decay undermining the effectiveness of 
national policies. It concluded; 

The most decisive single factor in determining the outcome of elec- 
tions to the legislatures in the present circumstances, so far as the 
Congress is concerned, is the state of its own organization. Allied to 
it is the question of the image of the Congress as reflected in the 
minds of the people. In both these directions we are confronted with 
serious deficiencies and a considerable setback. 

. . . wherever Congress has had to face defeat, it was in most cases 
due to the fact that in these areas it had no organization worth the 
name at various levels which could assemble the pro-Congress 
forces and direct the operations effectively. . . . What is worse the 
Congress personnel is hopelessly divided. Factionalism is so perva- 
sive that one can see only the groups and there is little left of the 
Congress in these places. The dissensions and mutual vihfications 
create on the one hand a revulsion of feeling against the Congress 
among the people and lead to a paralysis of Congress activity on the 
other. 

. . . The ideology of the Congress, its economic and social goals, 

V and short and long term strategy, figures very little in the thinking 
! and day to day life of the Congress. The pivot around which Con- 
gress acthnty revolves is the personality through whom preferment 
can be obtained and not the aims and purpose of the party. . . . The 
influence of the Congress in such cases is restricted to the personal 
hold of some leaders who are associated with the Congress. The 
campaigns of Congress candidates are thus not backed by an efficient 
machinery. Ad hoc arrangements have to be made and the elections 
have to be fought on almost a personal basis. The workers who go 

For a detailed analysis of the three by-elections see: Bashiruddin Ahmed, “Congress 
Defeat in Amroha — ^A Case in One Part)- Dominance"; Ramashray Roy, “Congress Defeat 
in Farukhabad — A Failure of Party Organization”; and Rushikesh Maru, “Fall of a Tradi- 
tional Congress Stronghold,” all in Centre for the Study of Developing Societies, Party 
System and Election Studies, pp. 164-242. 
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about canvassing on behalf of the candidate are mobilized for the oc- 
casion and in many cases cease to be workers of the Congress for 
normal work.'*'* 

Whatever the real causes of the party’s defeat, Nehru’s personal pres- 
tige, already shaken by the challenge to nonalignment in the aftermath of 
the Chinese attack, was further undermined by evidence of slippage in 
popular support for government policies. The opposition was encour- 
aged in its frontal assault on Nehru’s preeminent leadership role. In Au- 
gust 1963, for the first time since he assumed office, Nehru found himself 
the target of a no-confidence motion introduced into the Lok Sabha. The 
thrust of the opposition’s attack this time aimed at failures in national 
economic policy. The theme of debate, amplified by members of the 
conservative as well as socialist opposition, was that Nehru’s brand of 
socialism had failed to achieve the primary goal of improving the well- 
being of the overwhelming majority of the population. Rammanohar 
Lohia, dramatizing the charge, cited estimates that two-thirds of the 
population continued to earn an average of three annas a day (approxi- 
mately four cents). Nehru, attempting to offer a rebuttal, could do no 
better than to argue the figure was five times as high, about fifteen annas 
a day (almost twenty cents). The Planning Commission, drawn into the 
Lok Sabha debate with the request to issue an authoritative estimate, dis- 
puted Lohia’s figure as too low, but had to concede it was closer to real- 
ity than the one used by Nehru. ‘*^ 

Meanwhile, Nehru’s authority within his own party to command even 
formal support for the basic principles of economic and social policy was 
dramatically eroding. Indeed, in May 1963 he was subjected to public 
humiliation when a large number of Congress MPs failed to support the 
government on a vital constitutional amendment to protect the validity 
of legislation for ceilings on landholdings challenged by a Supreme 
Court decision the previous year. The issue arose out of the court’s rul- 
ing that the Kerala Agrarian Relations Act (1961) did not come under 
protection of Article 31 A of the constitution, which excluded all laws for 
the state acquisition of “any estate or rights therein” from the guarantees 
of property contained in Articles 31, 14, 19, and 25 (1). The court argued 
that Article 31 A referred only to such tenures as were estates in local law 
on January 26, 1950, when the constitution came into force. Since ryot- 
wari tenures were not “estates” under Keralan law, the court proceeded 
to rule that the compensation provisions of the Kerala Agrarian Relations 

AICC, Bye-Elections Committee Report, pp. 2-5. 

According to rough estimates worked out in the Planning Commission, two-thirds of 
the population were earning an average of7.5 annas a day, approximately 10 cents. Inter- 
view, Joint Secretary, Planning Commission, August 27, 1963. 
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Act were ultra vires of the constitution on grounds they violated the 
guarantees of Article 14 granting every person equaHty before the law. 
First, the compensation formula, based on a graduated scale of multiples 
of net income, was discriminatory among persons. Second, the artificial 
definition of the family as mother, father, and minor sons, was dis- 
criminatory of minor children inasmuch as they lost the right to an equal 
share of the family property wdth adult sons who had already attained 
their majority. 

The Supreme Court’s decision struck at the heart of aU existing land 
ceiling laws. In most states, the term “estate” had only been used in local 
law with respect to intermediary rights and tenures, and did not include 
land under ryotwari settlement. Compensation prowsions tended to fol- 
low similar formulas to that used in the Kerala act. The government, 
outraged at what it beheved to be the willful misinterpretation of Article 
31 A (after extended court battles following zamindari aboUtion had led 
to a constitutional amendment aimed at settling this very question) 
reacted by introducing another Constitution (Seventeenth Amendment) 
Bill on May 6, 1963, which explicitly widened the definition of the ex- 
pression “estate” to include any land held under ryotwari settlement. In 
the Lok Sabha debate that followed, several Congress MPs joined with 
members of the Swatantra party, charging that the government’s bill 
would curtail the rights of private property in land, and discriminate 
against rural property' and income. Then, in an unprecedented occur- 
rence, the bill was declared lost at the first stage of discussion, when the 
law minister called for a division on the motion to take it under consider- 
ation. Although the division favored the bill by 206 to 19, it was never- 
theless defeated because fewer than two-thirds of the members of the 
Lok Sabha were present and voting, whereas a quorum of two-thirds 
was required at all stages of consideration on a constitutional amend- 

During the 1950s, the compensation clauses of the Zamindari Abolition Acts were 
challenged in the courts as ultra vires of the constitution, either on the groimd that the 
award was inadequate or that the rate of compensation, determined according to sliding 
scales of multiples which declined at higher levels of income, was discriminatory. Three 
clauses of the Indian Constitution were most frequently cited: Article 14, granting evert' 
person equality before the law and equal protection of laws; Article 31, stipulating that no 
person could be deprived of properrj' unless the law provided for compensation; and Arti- 
cle 25 (1), declaring the right of compensation justiciable. In 1950, the Pama High Court 
upheld the zamindars’ case, and ruled that the Bihar Land Reforms Act was unconstitu- 
tional because the sliding scale of compensation introduced discrimination among persons 
in \'iolation of Article 14. Under the First Amendment, passed in 1951, trs'o new amend- 
ments (31A and 31B), were appended to Article 31. Under Article 31A, no law proriding 
for the state acquisition of any estate or any rights therein could be declared void on the 
ground that it abridged any of the rights conferred by Article 31. Article 31B removed all 
e.xisting Zamindari Abolition Laws from the purview of judicial reriew by listing them m a 
new (Ninth) Schedule of the Constitution. Although the zamindars also challenged the 
constitutionahty of the First Amendment, it was upheld by the Supreme Court in 1952. 
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merit. A roll call revealed that only 225 out of a total of 510 members 
were present at the time of the division, and that more than 125 members 
of the Congress party were absent. Commenting the next morning, the 
Statesman reported that “Congress whips could not muster the requisite 
number to get the bill passed at the introductory stage. The govern- 
ment was portrayed as stunned, helpless, and humiliated. 

The full measure of Nehru’s declining authority was most evident in 
the virtually independent policies followed by his own ministers on vital 
economic issues, in disregard of the Planning Commission’s directions, 
even when reinforced by personal intervention of the prime minister. As 
in 1957, the Planning Commission responded to the growing economic 
crisis by pressing for more effective implementation of the policy re- 
quirements of the approach. In particular, they stepped up pressure on 
the concerned ministries to undertake a vigorous price control and pro- 
curement policy. Although the finance minister, Morarji Desai, enjoyed 
wide executive powers, both under the Essential Commodities Act 
(1955) and the Defense of India Rules (DIR) invoked for the duration of 
the Emergency, to issue orders controlling the price of any essential 
commodity, his assurances to the Planning Commission of an active 
price policy resulted only in the announcement of maximum controlled 
prices for kerosene. S. K. Patil, the minister of food and agriculture, was 
equally uncooperative. Apart from issuing an order (under the DIR) to 
regulate the supply and prices of sugar cane, he insisted that the only so- 
lution to the food crisis lay in incentives for greater production. Patil 
countered the Planning Commission’s proposal for meeting the shortage 
through building up administrative machinery for government purchase 
and distribution of available supplies at maximum fixed rates, with rec- 
ommendations for increasing production by providing incentives to pri- 
vate investment in agriculture. He especially advocated higher guaran- 
teed prices for the farmer, and as much money as necessary for irrigation, 
primarily in the form of loans to individual producers for investment in 
tubewells and other minor irrigation facilities. 

Unlike his predecessor, A. P. Jain, Patil refused to accommodate the 
Planning Commission even to the extent of carrying out the initial first 
steps of a state trading program. He made no effort to license wholesale 
traders; to set fixed minimum prices at which they must make purchases 
from farmers; or to arm the government with the right to acquire a por- 
tion or the whole of these stocks at controlled prices. On the contrary, 
Patil allowed the mechanisms of the market to operate freely. He did an- 
nounce that starting in March 1962, the government would be prepared 
to purchase rice and wheat from the farmer at minimum “support” 


The Statesman, May 7, 1963. 
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prices in order to create an incentive for production. But since the “sup- 
port” prices were generally lower than the prevailing open market 
prices, Patil was simply following a pohcy of noninterference in the 
foodgrains trade, while representing it as a step to aid the farmer. Indeed, 
far from undertaking a serious procurement program to build up gov- 
ernment buffer stocks, the ministry in 1961/62, and again in 1962/63, re- 
leased almost aU of the wheat imported under PL 480 for sale at sub- 
sidized rates through the fair-price shops. As a result, when inflationary 
pressures, aggravated by large increases in defense expenditures and de- 
clining levels of production, reached an acute phase in 1963, buffer stocks 
were already close to exhaustion and the government found it impossible 
to stabilize prices through release of additional suppHes. Per capita avail- 
abihty of foodgrains for consumption fell to levels of the mid-1950s,'’® 
and shortages of food and other essential commodities once again 
threatened the entire cost structure of the Plan. 

The impasse between the Planning Commission and the Food and Ag- 
riculture Ministry took on the character of a showdown when, in May 
1963, a policy decision had to be taken on one of two alternatives to meet 
the acute food shortage. The first was the Planning Commission’s rec- 
ommendation for building a permanent buffer stock of 5 million tons — 3 
million tons of rice and 2 million tons of wheat — partly through imports, 
and partly through internal procurement involving state trading, con- 
trols, and rationing. The other approach, advanced by the ministry, re- 
lied almost exclusively on a fresh agreement for PL 480 imports after the 
current arrangements for import of 16 million tons of wheat and 1 mil- 
lion tons of rice expired at the end of 1964. The question took on special 
urgency because Patil was scheduled to attend the World Food Congress 
in Washington toward the end of May, and to have conversations with 
American authorities on PL 480 assistance. 

At a Cabinet meeting on the eve of Patil’s departure, Nehru once again 
supported the Planning Commission. Their view prevailed that a fresh 
agreement for the import of wheat under PL 480 would be injurious to 
internal efforts at achieving food self-discipline. The Cabinet authorized 
Patil to discuss only two questions with the Americans; (1) an extension 
of the current agreement for one year to permit delivery of the balance of 
the wheat and rice that had been delayed in arrival by inadequate port 
facilities and storage capacity; and (2) a possible agreement for supplies of 
about two million tons of rice under PL 480 to help government build up 
its buffer stock. With these instructions in hand, Patil met with the 
U.S. secretary of agriculture, Orville Freeman, on June 9, 1963. He ar- 
ranged both for an extension of the current agreement and a tentative 

Ministry of Finance, Economic Survey 1963-73, p. 242. 

The Statesman, May 16, 1963; Times of India, May 18, 1963. 
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understanding on the import of rice under PL 480. Then, unaccountably, 
he went beyond his instructions to initiate agreements for detailed dis- 
cussions later in the year for a new agreement.*® The information was 
received by an obviously angered prime minister. Recalling his reception 
by Nehru after his return, Patil was indignant: “I was given no credit. 
Nobody else could have gotten the American agreement to build a rice 
stock of two million tons. America itself does not have such big rice 
surpluses. But I came back from America and instead of congratulating 
me the Prime Minister gave me a lecture and said it would be better for 
me to leave the Food Ministry.”*^ 

Nehru was, in fact, reacting to more than the defiance of one minister. 
He was confronted with rapid erosion inside his own party of the per- 
sonal authority to determine major policy decisions and to set India’s 
course permanently on the path of planned development under the prin- 
ciples of the socialist pattern. The challenge, moreover, was more serious 
than any temporary setback created by the damage to his prestige follow- 
ing the Chinese invasion. The prime minister was in his seventy-third 
year, and visibly tired. He could not seem to recover fully from the ef- 
fects of a kidney ailment that flared up in the spring of 1962. The ques- 
tion of succession was already being raised. 

Speculation focused mainly on the prospect that Morarji Desai, second 
in Cabinet rank to Nehru, would succeed him as prime minister. Desai, 
who had joined the Cabinet in 1956, after a lifetime commitment to the 
nationalist cause and the Congress party, including a term as chief minis- 
ter of Bombay, was moreover, by temperament and party standing, 
perhaps best placed to mount a far-ranging attack on the basic principles 
of Nehru’s approach. A self-described anticommunist who took some 
delight in pointing out that the “Communists have always considered 
me their enemy no. 1,’’*^ his attack on Marxism was all the more credi- 
ble because difficult to associate with self-interest. Indeed, Desai’s scorn 
for socialist ideology was ultimately an expression of essentially religious 
convictions that moral and spiritual development rather than material 
progress were the true yardsticks of human civilization. A man of ability 
as well as integrity, his challenge to Nehru’s approach came less from a 
well-articulated liberal philosophy than a life style of personal austerities, 
religious devotion, and “social” work that evoked memories of Gandhi 
and gained for him a substantial personal following inside the Congress 
party. 

Desai was, in fact, the most influential opponent inside the govern- 

Times of India, ]une 21 , 1963. 

Interview, S. K. Patil, New Delhi, August 27. 1963. 

This self-assessment and views on economic planning were stated by Moraiji Desai in 
interviews in New Delhi, August 22 and August 23, 1973. 
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ment of the predominant role of the public sector in the development 
strategy. The finance minister, who lost the debate for a smaller Third 
Plan in the National Development Council once “Nehru spoke and al- 
most incited the members to accept a bigger Plan,” followed a correct 
policy in public of supporting the prime minister’s policies. Neverthe- 
less, he did not hide his own strong private conviction that the socialist 
approach was bound to fail because it did not take into account basic 
motivations of human behavior. Believing that “99.9 percent of people 
require incentives — power, wealth, fame,” Desai preferred govern- 
ment to make “discriminating use of these in order to see that society 
develops properly.” Scoffing at the possibility of a classless society, his 
approach to social policy was “not to put handicaps in anybody’s way to 
improve himself,” but to link material rewards with production, so that 
“those who work more, get more.” The premises were clearly consistent 
with the business community’s demand for a free enterprise approach, 
and indeed, Desai, pointing to the experience of the Second Plan, and the 
“picture of the public sector in the doldrums” was concerned not with 
finding more resources to expand public investment, but to “stem our 
losses.” His approach to planning, apart from providing incentives to 
private investment, gave priority to projects that had the immediate po- 
tential of providing more employment and generating the daily neces- 
sities of life. Even so, he relied mainly on the “trusteeship system of 
Gandhi” for progress toward reduction of economic disparities. A fa- 
vored suggestion was a ceding on personal income — to be established by 
consensus — with earnings above this level to be put in charitable trust 
and used for financing public services such as hospitals and education. 

Nehru, who recognized Desai’s integrity as well as his strong-minded 
determination, and was aware of his appeal to a large section of the party, 
characteristically avoided a direct challenge. Yet in 1960, at the prime 
minister’s instance, the Congress parliamentary party did alter its pro- 
cedure of proposing the senior Cabinet minister — by this time, Desai 
— as deputy leader of the party in parliament, and decided instead to have 
two deputy leaders, neither of whom was a minister. Meanwhile, Nehru 
increasingly brought his own daughter into positions of national promi- 
nence both inside the Congress party and on government councils. Nev- 
ertheless, in the early 1960s Desai, on the basis of his seniority, experi- 
ence, all-India stature, and party following, was already being treated on 
official visits abroad, including one to the land of his ideological adver- 
sary, the Soviet Union, as the next prime minister of India. 

Belatedly, in 1963, Nehru attempted a counterattack on his conserva- 
tive opponents inside the Congress party. Facing personal reverses that 
were tantamount to final defeat of his entire development approach, he 
finally took the offensive in a drive to reassert his paramount position as 
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the source of authority on major policy matters and to ensure the perma- 
nence of his policies. The first round of the struggle began with the 
prime minister’s dramatic initiative in August 1963, known as the 
Kamaraj Plan. Named after K. Kamaraj, then chief minister of Madras, 
the plan originated in discussions among a number of chief ministers 
who agreed on the need to revitalize the party organization in the wake 
of the humiliating by-election defeats of the previous spring. As en- 
dorsed by Nehru and adopted by the Working Committee on August 8, 
the plan provided in general terms for the resignation of senior Con- 
gressmen from government office to take up full-time organizational 
work. Approved two days later by a special session of the AICC (con- 
vened to consider deficiencies in the party organization revealed by the 
by-election defeats), implementation of the plan was left solely to 
Nehru’s discretion. Although the original authors had apparently not 
envisaged the resignation of central ministers, Nehru’s own lead in im- 
mediately seeking permission to resign (which was inevitably rejected) 
set the example that mandated offers of resignation from Cabinet minis- 
ters as well as the chief ministers of the states. On August 24, Nehru an- 
nounced the final disposition to the Working Committee. Altogether, he 
accepted the resignation of six ministers at the Center and six chief minis- 
ters in the states. As Brecher points out, multiple considerations un- 
doubtedly influenced the final selection.®^ A few of those chosen 
genuinely desired to step down, including the two chief ministers, K. 
Kamaraj of Madras and Biju Patnaik of Orissa (among the initial authors 
of the plan), and the home minister, Lai Bahadur Shastri. Others were 
removed either because they were ineffective ministers at the Center or a 
source of factional quarreling in the states. But there is little doubt that 
Nehru also used the opportunity to purge the Cabinet of his most power- 
ful critics. The six resignations accepted included those of both Morarji 
Desai and S. K. Patil, removing the two major obstacles inside the Cabi- 
net to effective implementation of economic policies considered essential 
by the Planning Commission to salvage the Third Plan. Whatever 
Nehru’s intentions, moreover, the Kamaraj Plan was perceived by his 
opponents as a calculated effort to save the socialist pattern. Patil’s in- 
terpretation was blunt: “The prime minister doesn’t like violence, but he 
is a 100 percent communist in my mind. He wants a leftist pattern. He 
practically gave everything to the leftists. All six [Cabinet ministers] re- 
moved were considered from the communists’ side to be on the right. 
All these things that are being done arc not honest. They are camouflage. 
They are not really to strengthen the [Congress party] organization at 
all.’’s^ 

Nehru’s determination to reassert the basic principles of Plan policy 

See Michael Brecher, Nchni's Mantle, pp. 9-17. 
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was also evident in the appointments he made to fill the vacancies created 
by the Kamaraj Plan. The new finance minister, unHke Morarji Desai, 
was not drawn from the ranks of powerful state leaders. Instead, Nehru 
reappointed Desai’s predecessor, T. T. Krishnamachari, a distinguished 
administrator and expert on fiscal management who was known to sup- 
port the rapid development of basic and heavy industries in the public 
sector. Similarly, S. K. Patil’s place at the Ministry of Food and Agricul- 
ture was taken by Swaran Singh, a Congress party leader with a rela- 
tively weak power base in the localized support of the minority Sikh 
community in (undivided) Punjab. Then, when Gulzarilal Nanda 
stepped down as deputy chairman of the Plarming Commission to as- 
sume the office of home minister vacated by Lai Bahadur Shastri, Nehru 
named Asoka Mehta to the post. The selection of Mehta, a leading figure 
in the Praja Socialist party at the time of his appointment, had obvious 
symbolic significance in placing a well-known socialist at the head of the 
Planning Commission. Nehru’s support inside the Congress party was, 
in addition, reinforced when Mehta led a group of his followers out of 
the PSP to rejoin the Congress. 

Simultaneously, Nehru advanced more direct efforts at strengthening 
the party organization as an instrument for carrying out Plan programs 
and policies. At the same time that the Working Committee endorsed the 
Kamaraj Plan, it also set up an Organizational Affairs Committee to pre- 
pare a detailed program of work to be pursued by the party; and a com- 
mittee to consider changes in the Congress constitution to accomplish 
greater mass participation, along with popular contributions to party 
funds. On September 15, at a meeting to which Nehru was especially 
invited, the Organizational Affairs Committee made its recommenda- 
tions. These included new arrangements for coordination between the 
national and state Congress committees and between the governmental 
and organizational wings of the party in order to activate workers on be- 
half of national developmental programs. They provided that in addition 
to consultations between the prime minister and the president of the 
Congress party, each state should set up a coordination committee con- 
sisting of the chief minister and any two representatives of the organiza- 
tional wing, and a representative of the Central Parliamentary Board. 
The coordination committee was to concentrate on ehminating 
groupism inside the party in order to direct attention toward matters of 
policy and program, especially the task of organizational participation in 
carrying out development activities. The Working Committee suggested 
the formation of study circles among party workers on subjects relating 
to the sociahstic pattern of society, planning, foreign affairs, agriculture, 
cooperation, and industrial growth; the creation of new machinery at the 
local level for “giving publicity and propagating the basic policies and 
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programs of Congress in regard to national, international, social and 
economic matters”; and the formulation of a “scheme for training work- 
ers for different activities including national and administrative respon- 
sibilities, suggesting targets of work for legislators and Congress repre- 
sentatives in local bodies, and suggesting machinery for assessing their 
performance.”®® These initiatives were followed in October by the an- 
nouncement that the Working Committee had appointed another com- 
mittee to prepare a definitive new statement of the party’s objectives for 
consideration by the AICC at its next meeting in November. 

The delegates who assembled on November 4 at Jaipur gave enthusias- 
tic endorsement to both the Working Committee’s report on the 
Kamaraj Plan and the recommendations for follow-up party work to 
carry out training of cadres; the organization of youth, women, and 
labor; work among minorities. Scheduled Castes and Tribes; and general 
publicity and propaganda about Congress policies and programs. The 
2,000-word draft statement on democracy and socialism submitted by 
the Working Committee restated the Congress party’s commitment to 
“democratic socialism, based on democracy, dignity of the human indi- 
vidual and social justice,” and reiterated the goal of eliminating 
“privilege, disparities and exploitation by peaceful means.” The docu- 
ment did not, however, consider specific policy actions to carry out its 
declared support for a “revolution in the economic and social relation- 
ships in Indian society.”®® 

Although the statement was approved by unanimous vote of the 
AICC, members of the Congress Forum for Socialist Action led by 
K. D. Malaviya, then also a member of the Working Committee, pressed 
for revisions in the final draft to indicate a positive program of action. 
Malaviya’s position, strongly supported in the general debate, stressed 
that promises of social revolution could only be redeemed by concrete 
proposals for state intervention in the economy. Nehru also appeared 
dissatisfied with the lack of substantive content. Arguing that “the 
masses must be made to realize what socialism meant and that the salva- 
tion of the country lies only in socialism,”®’^ the prime minister joined 
Malaviya to underline the urgent necessity of translating promises into 
action. He reminded the delegates that “time [is] of the essence, and 
there [are] inherent dangers in slowing the pace of progress toward the 
socialist goal. It is possible that 10 to 15 years hence, people may lose 
faith in peaceful means and the problem may get more complicated.”®® 

Once again, a firm initiative by Nehru provoked fresh expressions of 
support. Among the proposals for policy action recommended during 
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the debate were immediate implementation of state trading in food and 
essential commodities, and nationalization of banks, and even of the 
press. At the same time, the Constitution Committee, headed by none 
other than S. K. Patil, recommended the reorganization of the part)' to 
ensure greater participation of workers in development activities. He en- 
dorsed suggestions for establishing party committees below the Distria 
Congress Committees in ever)- Community Development Block, with 
the additional prowsion that active workers enroll at least fifty “ordi- 
nal-)'” members and collect Rs. 12 in order to raise funds for the part)' 
“from the masses instead of depending on the rich.” More startling, con- 
sidering its chairman, the committee suggested a rerision in the Objec- 
tives clause of the Congress constitution from the aim phrased in Gan- 
dhian language adopted in 1957 of estabhshing by “legitimate means of a 
socialist cooperative commonwealth” to a more Marxist-sounding for- 
mulation of establishing by “peaceful and constitutional means of a 
socialist state based on Parhamentary democracy.”^® 

At the annual session of Congress at Bhubaneswar in January 1964, a 
revised version of the Resolution on Democrac)- and Sociahsm was in- 
troduced that represented virtually a new draft. It had been prepared by a 
second committee, this one headed by Nehru. Although it bore marks of 
the effort to compromise between the conservative and socialist ele- 
ments, it was, nevertheless, a “radical advance” on the Jaipur state- 
ment.®® 

The resolution®^ began by summarizing the essential continuity of the 
social objectives of the Congress party, starting with Gandhi’s Construc- 
tive Program and the 1931 resolution of the Karachi Congress, and pro- 
ceeding to efforts after Independence aimed at giving “concrete shape’’ to 
these goals in the Directive Principles of the Constitution and the Avadi 
resolution. The “basic ideas underlying the Congress approach” were 
described as at Jaipur in terms of a “revolution in the economic and social 
relationships in Indian society.” This time, however, the statement in- 
cluded the first time-bound commitment to “substantially” provide the 
“basic needs of ever)' individual in respect to food, clothing, housing, 
education and health,” by 1976, the end of the Fifth Plan. It also indicated 
that such a revolution “is to be brought about through radical changes in 
the attitudes and outlook of the people as well as the institutions through 
which they have to function.” The bulk of the resolution was devoted to 
the pohtical-action impHcations of the part)'’s sociahst commitment. 

In terms of overall strategy, the document was a lengthy restatement 
of the correctness of the planners’ approach to economic dev'elopment 


Hindustan Times, November 4, 1963. ^ Times of India , Jznuzry 1 , 1964. 
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aimed at achieving the multiple goals of a satisfactory growth rate, a 
strong industrial base, the removal of poverty, and a socialist society. 
This reaffirmation was combined with an analysis of the slow pace of 
progress that clearly attributed the primary “faults and shortcomings” to 
“failures of implementation.” The resolution once more endorsed the 
1956 Industrial Policy Resolution, emphasizing that the “public sector 
must grow progressively in large-scale industry and trade, particularly in 
the field of heavy and basic industries as well as trade in essential com- 
modities.” On this core issue, the resolution endorsed the “left” position 
of the necessity for more extensive state controls, including recommen- 
dations for a ceiling on individual income and private property, and so- 
cial control over banking institutions that, however, stopped short of na- 
tionalization. On these issues, the resolution affirmed: 

It is necessary to bring about a limitation of incomes and property in 
private hands. This limitation should apply especially in respect of 
inherited wealth and urban property. The State should secure a large 
share of capital gains and appropriate a much. larger proportion of 
unearned income than is done at present. 

The Government should place itself in a position more effectively 
than is now the case to direct the means of credit and investiblc re- 
sources of the country along the lines of national priorities and our 
social purposes. At present, small entrepreneurs and new-comers 
are placed under serious disadvantage in respect to the availability of 
financial resources. There is also need for further steps for the re- 
moval of abuses and malpractices in financial institutions. 

The strategy recommended for achieving growth and equity in the 
rural sector similarly reasserted plan policies in providing that “the 
cooperative method of organization will occupy an increasingly impor- 
tant place in the field of agriculture, small scale and processing industries 
and retail trade.” The resolution reiterated once again that “the commu- 
nity through suitable agencies should assume full responsibility for 
timely provision of the means, material and other facilities needed for the 
farmer for increasing production to the maximum extent. Special institu- 
tions should be set up at the national and other levels down to the pan- 
chayat for the supply of all forms of credit to the farmer. Credit- 
worthiness should depend on capacity for production and not necessarily 
on the ownership of assets. In case of uneconomic holdings it is impor- 
tant that the unit of cultivation is enlarged on cooperative basis to be 
adopted voluntarily.” 

Other sections of the resolution made specific recommendations for 
completion of land reforms within a two-year period; progressive state 
takeover of rice mills and other processing units, pending arrangements 
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for cooperative management; imposition of price controls when required 
by the public interest; readjustment of the administrative system for the 
tasks of implementing the programs and policies of the five-year plans; 
and finally, “if the administrative machinery is found wanting,” the crea- 
tion of “party cadres to shoulder the responsibihty in the various fields.” 

The revised Resolution on Democracy and Socialism was passed by 
unanimous vote of the Working Committee, the Subjects Committee, 
and the open session. But this time it proved impossible to prevent an 
open confrontation in debate that revealed publicly the existence of seri- 
ous divisions among senior members of the Working Committee. S. K. 
Path, who as chairman of the Constitution Committee was in the un- 
comfortable position of piloting the recommendations for party reor- 
ganization that included the new definition of the party’s objective as a 
“socialist state,” warned obliquely that the change had “revolutionary” 
implications. The former food and agriculture minister had no inhibi- 
tions, however, in his criticism of the key recommendations on agricul- 
tural policy in the resolution. He heaped special scorn on such long- 
standing — and sacrosanct — principles of policy as the notion that credit- 
worthiness should depend on capacity for production and not necessarily 
on ownership of assets. Referring to this as a “new concept which was 
not followed anywhere,” Patil predicted it would never be accepted by 
“a single banker or cooperative credit society.” He further questioned 
the capacity of the states to take over the 43,000 rice mills in the country, 
and to mobilize the capital and administrative machinery necessary to re- 
place the hundreds of thousands of middlemen and millowners engaged 
in the rice purchasing and processing business. Indeed, Path ridiculed the 
entire effort to apply social controls over the agricultural sector. He ar- 
gued that “whether it was Russia, America, or India, experience has 
shown that any increase in agricultural production could be brought 
about only through incentives to the individual.” His own prescription 
for solving the food shortage, which he shared with the delegates, was to 
extend price subsidies to the farmers on the model of the United States 
and Japan. 

If Patil found the pohcy proposals at Bhubaneswar too radical, 
Malaviya still did not find them far-reaching enough. While endorsing 
the principles of Nehru’s draft, he put forward a substitute resolution 
that was more exphcit in calling for an immediate action program. The 
proposals demanded introduction of state trading in foodgrains and price 
controls on farm products; cooperative credit facilities for farmers; ceil- 
ings on the value of industrial licenses given to individuals; the separation 
of the press from business and industrial ownership interests, and the na- 
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tionalization of banks. Malaviya’s draft brought strong statements of ap- 
proval in the debate, along with recommendations for even more exten- 
sive nationalization extending to basic consumer goods industries and the 
press — and though he was finally persuaded to support the official mo- 
tion, his position was firm in insisting on the necessity at least of bank 
nationalization within the year. 

Shortly after the Bhubaneswar session, the more radical wing seemed 
to win a victory at the conference of state food ministers called by Swa- 
ran Singh on February 24, 1964. Against a background of growing 
urgency — as reports of looting of grain shops in villages of Bihar and 
Uttar Pradesh increased anxiety over the maintenance of law and 
order — the Union food and agriculture minister offered full support to 
the plan policy of imposing state controls over the agriculture sector. A 
new draft foodgrain dealers’ licensing order, prepared by the Union 
ministry and circulated to the state departments for approval, provided 
for greatly tightened controls over the operations of private dealers. It 
required persons engaged in the wholesale trade to identify all sites used 
for storage of grains; to exhibit prices at all shops; to sell at rates no 
higher than the official maximum prices that might be fixed by the cen- 
tral and state governments; and to confine sales to registered retailers in 
accordance with directions issued from time to time by government- 
designated marketing authorities in local markets or mandis. Swaran 
Singh, moreover, clearly told the state food ministers to anticipate 
large-scale government regulation and distribution of stocks held by the 
wholesale trade. He announced the time had come to set a maximum 
price on foodgrains, and to enforce it through compulsory levies on the 
stocks of private dealers, in order to build up government supplies for 
equitable distribution of available quantities. Finally, he proposed that 
the conference endorse the policy recommendation of the Bhubaneswar 
resolution to bring rice mills under state control and to construct all new 
milling capacity in the cooperative sector. The conference ended with an 
agreement of the state food ministers to meet again after two months to 
present their schemes for implementation of state controls. 

Nevertheless, there were signs that the reassertion of essential princi- 
ples of plan policy was ineffective. The state food ministers failed to re- 
convene within the planned two-month period. No new government 
initiatives for the procurement of foodgrains and the introduction of 
price controls was announced. 

It was not long before the limitations of Nehru’s victories became glar- 
ingly apparent. His gains, while dramatic, had been superficial. After the 
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Kamaraj Plan, the critical job of reconstructing the party organization 
remained to be accomplished. Yet, while Nehru appeared to have rees- 
tablished his power in defining the national poHcy commitments of the 
Congress party, the authority at his command to carry out the organiza- 
tional changes required for efiective implementation of plan programs 
had, in fact, forever slipped from his grasp. During the final days of the 
Bhubaneswar session, on January 8, 1964, Nehru suffered a mild stroke. 
The momentum he had painstakingly generated by forcefully moving to 
give substantive content to the goal of socialism within a time-bound 
program of action was lost. All that could be done or was attempted, in 
the absence of effective party machinery to mobilize grass-roots support 
on behalf of institutional changes at the core of the plan approach, was to 
ensure Nehru’s legacy by a holding operation aimed at protecting the 
public sector from further attack. 

Over the next several weeks, during the period of preparation of the 
1964/65 budget, most of Nehru’s work had to be delegated to subordi- 
nates, none of whom approached his position of independent pohtical 
power. The home minister, Gulzarilal Nanda, and the finance minister, 
T. T. Krishnamachari, took on primary responsibility for running the 
government. Within days, they were joined by Lai Bahadur Shastri, the 
lone “Kamarajed” minister to be brought back into the Cabinet as a 
minister without portfoho, and the vague mandate to “perform such 
functions ... as may be assigned to him by the Prime Minister from time 
to time.’’^^ 

The budget presented to the Lok Sabha on February 29, 1964, was the 
work primarily of Krishnamachari in consultation with Shastri. Its main 
feature was an effort to maintain adequate investment outlays on the core 
industrial projects of the Third Plan, while meeting the requirements of 
defense, and to do both in a way that would avoid further attacks on the 
public sector. 

Altogether, the budget provided for total Plan outlay of Rs. 1,984 
crores, an increase of Rs. 333 crores over the 1963/64 level. Expenditure 
on defense was maintained at the high level of Rs. 854 crores. The 
finance minister, in an effort to appease the opponents of the public sec- 
tor, avoided any new initiatives for the implementation of government 
controls. He was, on the contrary, deliberately concihatory to the private 
sector in his proposals to “temper” the budgetary gap of Rs. 176 crores. 
Modest increases were envisaged in excise duties and customs duties. 
Changes in direct taxation were approached in the spirit of meeting the 
“primary need of the hour to infuse some confidence. Krishnamachari 
announced he would respond to criticism from the corporate sector on 
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the super-profits tax. He retreated, in effect, from the principle of an ab- 
solute ceiling on returns to capital. As a substitute, he proposed a surtax 
on the profits of companies at the rate of 40 percent after tax, allowing 
for a deduction of 10 percent on the capital base. Companies engaged in 
preferred forms of industrial investment were also to receive rebates on 
income tax and surtax. Finally, although a graduated expenditure tax 
was introduced above the level of Rs. 36,000, the compulsory deposits 
scheme was completely withdrawn. In its place, Krishnaniachari pro- 
posed a graduated annuity deposit scheme, to be levied only on income- 
tax payers above the income level of Rs. 15,000 per annum, and repay- 
able in ten annual installments at 4 percent interest. The result of the 
proposed changes in the tax structure w'as to reduce the overall budget- 
ary gap to Rs. 86 crores. 

The finance minister, having acquitted his chief task of protecting the 
core industrial projects in the public sector, was willing to be guided on 
matters of agricultural policy by the political pressures that converged on 
his chief consultant in the Cabinet, Lai Bahadur Shastri. Although 
Krishnamachari personally found the “most disturbing feature of the 
economic situation”®’ to be the price rise of over 7 percent between 
March 1963 and January 1964 (led once again by the price of foodgrains) 
he made no proposals for the introduction of state trading or regulation 
and control over prices and distribution of essential commodities. In- 
stead, the finance minister turned for advice to the newly created Ag- 
ricultural Production Board, a coordination committee of the Ministries 
of Food and Agriculture, Irrigation, and Community Development. 
This group, impressed with the political obstacles confronting the states 
in carrying out institutional and administrative reforms, and preoccupied 
with ensuring rapid increases in production to damp down the price spi- 
ral, advised an emphasis on quick-yielding schemes. The board recom- 
mended higher agricultural prices and incentives to producers; and a 
selective program of intensive development in 20 to 35 percent of the cul- 
tivated area of the country. This was essentially the program adopted by 
Krishnamachari in the 1964/65 budget. The finance minister, who told 
the Lok Sabha that the “main emphasis will have to be on production,” 
announced a generalized extension of the Ford Foundation approach of 
concentration of resources in irrigated areas: “The experience of inten- 
sive agricultural production in certain selected areas through what is 
known as ‘package programs’ has led us to decide that we should concen- 
trate our efforts in about 80 selected Districts or roughly about 1 ,500 de- 
velopment blocks which hold out the promise of quickest results.”®® 

By 1964, the entire planning approach was in jeopardy. The attempt to 
reconcile growth and equity goals through institutional changes aimed at 
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transfer of land and other resources to millions of subsistence and land- 
less cultivators as the condition of their effective participation in the ef- 
forts and gains of development was rapidly being abandoned. A discus- 
sion paper prepared by the Persnective Planning Division of the Planning 
Commission as early as August 1962, to consider the “Imphcations of 
Planning for a Minimum Level of Li^dng,” pointed out that any com- 
mitment to radical redistribution of incomes would be “operationally 
meaningless unless revolutionary^ changes in property rights and scale 
and structure of wages are contemplated.”^® Significantly, the planners’ 
working assumption throughout the exercise was that no redistribution 
at all would be carried out. According to their projections, “the distribu- 
tion of income in the upper 80 percent of the population in 1975 may not 
be very different from the present pattern.”®® The only method of ensur- 
ing a minimum income to the poorest segments of the population, once 
this constraint was accepted, was to achieve a high enough rate of overall 
growth so that the amount of income earned by the lowest deciles (al- 
though calculated as a constant proportion of total income) would rise in 
absolute terms to meet modest consumption standards. But taking into 
account “past achievements, the emerging experience of the Third Plan, 
our capacity to mobilize domestic resources and foreign exchange of the 
requisite magnitude, our ability to reahze an adequate rate of growth of 
farm output and to design, construct and operate large complex proj- 
ects,”®^ the planners could not project more than a maximum rate of 
growth of 7 percent per annum during the decade 1966-1976. At best, this 
might support per capita monthly consumption expenditure for the top 
80 percent of the population at Rs. 20 (S4.40) by 1975/76, compared to 
the top 40 percent of the population that enjoyed at least this “bare 
minimum” standard in 1960/61.®^ The condition of the bottom 20 per- 
cent, some 125 millions out of an estimated population of 625 millions, 
comprising in the main landless laborers, subsistence cultivators, and 
other marginal producers “isolated from the mainstream of the econ- 
omy,” was expected to remain “stagnant or any rate to improve much 
less than average unless specific steps are taken to deal with their prob- 
lems.”®^ 

Planning Commission, Perspecrive Planning Disision, Perspective of Development: 
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Nothing in these assumptions appeared to have been changed by 
Nehru’s eleventh-hour offensive to restore the program of institutional 
reform as an integral part of the development strategy. The publication 
in April 1964 of the Perspective Planning Division’s guidelines for the 
Fourth Plan, “Notes on Perspectives of Development, India: 1960-61 
to 1975-76,” revealed the overriding concern with maximizing growth 
rates. The basic objectives of the program only appeared to conform to 
the goals of the Bhubaneswar resolution. These were described as four- 
fold; “(a) to ensure a minimum consumption of Rs. 20 per capita per 
month to the entire population by the end of the fifth five year plan and 
in particular to improve the amenities of life in the rural areas; (b) to en- 
sure that the economy will be capable of sustaining the average annual 
rate of growth of the order of 7 percent even after 1975-76 without de- 
pending on foreign aid; (c) to achieve a significant increase in employ- 
ment opportunities during the next decade; and (d) to promote a social 
order which affords equality of opportunity and which at the same time 
prevents excessive disparity of income and wealth. The approach, 
method, and substance of the notes (reminiscent of the gap between Plan 
principles and programs in the First Plan), contrasted sharply with the 
policy measures recommended in the Bhubaneswar resolution. 

The planners, in practice, concentrated almost exclusively on protect- 
ing the role of the public sector in key areas. They were hard pressed to 
find sufficient resources for a large expansion in domestic production of 
intermediate and capital goods. Nevertheless, this priority was dictated 
by the need to manufacture import substitutes in order to relieve pres- 
sures on the balance of payments, given the policy goal of reducing net 
foreign aid in 1970/71 (exclusive of debt repayment) to two-thirds of tlie 
amount in 1965/66 and to virtually zero in 1975/76.'^® During the Fourth 
Plan period alone, total net investment, public and private, of Rs. 22,000 
crores was necessary to finance the “minimum effort required” to 
achieve self-sustained growth and make any significant impact on living 
standards.’^® 

The pool of resources for financing investment in the public seaor was 
shrinking. The central government was approaching the legal and prani- 
cal limits of imposing additional taxation on individuals and organized 
business, while the states failed to adopt measures tapping new poten- 
tialities for resource mobilization in the rural sector. Even on the basis of 
generous estimates for savings out of current revenues, large surpluses 
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per year, given an average annual rate of growth in national income of 7. 5 percent. 
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from public enterprises, greater market borrowings, and “non-inflation- 
ary levels of deficit financing,” it was only possible to project some Rs, 

14.200 crores as the upper limit on total public investment, after allowing 
for a gap of about 17 percent of the total to be filled from unspecified 
sources of additional taxation. The overall share of investment allo- 
cated to the private sector was of necessity large, totaling over Rs. 7,900 
crores. In the core areas of industry and mining, total new investment of 
Rs. 6,440 crores, or 30 percent of total net investment during the Fourth 
Plan period, had to be provided to meet the targeted growth rate of over 
11 percent per annum. On the basis of available resources, the planners 
were unable to project more than investment of Rs. 3,580 crores in the 
public sector. The remainder, Rs. 2,860 crores, was assigned to private 
enterprise. The result was a public-to-private sector investment ratio of 
approximately 56 ; 44 percent — a decline over Third Plan levels.’® 

The efibrt to maintain even these reduced ratios of public investment 
in industry and mining, while increasing allocations in health, education, 
and other social services as part of the efibrt to raise mass consumption 
standards, further eroded the amount of resources available for agricul- 
ture. Altogether (apart from investments allocated for the manufacture 
of fertilizers in the industrial sector), direct investment in agriculture, in- 
cluding major and medium irrigation projects, was envisaged at Rs. 

3.200 crores, or only 15 percent of total net investment.’^ Still, in order 
to secure the minimum progress necessary in the core industrial sector, 
the planners had to guarantee an annual average growth rate in agricul- 
ture of more than 5 percent, over twice the rate achieved during the 
Third Plan. This time, they indicated a willingness to consider the ag- 
ricultural strategy solely in terms of short-run growth-maximizing 
goals. Apart from the investments on irrigation, land improvement, and 
other infrastructure, they gave greatest emphasis to provision of fertilizer 
and other modern inputs, and to improvement in the efficiency of the 
extension service and the organization of supphes, credit, and marketing. 
Most important, they endorsed the long-resisted capitalist methods of 
“well thought out policy of price supports and subsidies” as incentives to 
surplus producers for investment, along with the “careful selection of 
products and areas to increase production in the relatively short peri- 
od.”®® As a result of rapid improvements in production associated with 
these efforts, the planners even predicted that state trading in foodgrains 
for the purpose of creating stockpiles as a hedge against inflation would 
be unnecessary after 1965/66. 

In the months following Bhubaneswar, speculation on the question 
“After Nehru, Who?” insistently filled the press. Despite repeated pres- 

Ibid., p. 28. Ibid., pp. 232-33. 

Ibid., p. 232. Ibid., p.\5. 
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sure during his illness to name a deputy prime minister and indicate his 
choice of a successor, Nehru maintained his longstanding position that 
in a democracy the people must choose. At the same time, no successor 
was in view who enjoyed a decisive advantage in an independent base of 
popular support. The next prime minister would be selected by the men 
in control of the party machinery, the state leaders to whom the Con- 
gress MPs owed their place on the party ticket and in parliament. 

Nehru could not help but be aware of this prospect. It appears that, 
characteristically, his last efforts were aimed at influencing the outcome 
in an indirect way. Although many of his colleagues believed Nehru’s 
real, but unspoken, preference was to have his daughter, Indira Gandhi, 
succeed him, he made no overt attempt to promote her candidacy. In- 
stead, his immediate aim seems to have been negative, to prevent the 
succession from falling to the man most likely to do lasting damage to his 
legacy. This goal was tantamount to minimizing the prospects of 
Morarji Desai as the choice of the state party leaders. 

Ironically, the evidence suggests that Nehru’s notion of reducing the 
chances of his most potent adversary coincided with that of many of the 
state party leaders, who for reasons of their own, involving the desire to 
protect new-found influence against the inroads of another strong- 
minded prime minister, were interested in finding an alternative choice. 
It further appears that at the outset Nehru’s judgment of the least 
dangerous candidate was the same as that of the state party leaders, and 
that the two sides tacitly helped each other in engineering the succession 
of Lai Bahadur Shastri. 

Nehru’s assessment of Shastri rested on a long political association dur- 
ing which the younger man had displayed high standards of integrity 
along with loyalty and personal diffidence toward the prime minister in 
the various posts to which he was successively elevated. In fact, Shastri’s 
rise in national politics was to a significant extent the result of Nehru’s 
interest in his career. Shastri, who came from Nehru’s home state of 
Uttar Pradesh, had left school at the age of 17 in 1921 to join the non- 
cooperation movement, and had assumed an important organizational 
role in the province that brought him into early contact with Nehru. By 
the mid-1930s, Shastri had achieved the position of general secretary of 
the Uttar Pradesh Congress Committee. Eventually, he was to spend 
nine years in prison for his nationalist activities. After Independence, he 
was rewarded with election to the Uttar Pradesh legislative assembly and 
appointment in the state government as minister of police and transport. 
It was Nehru, however, who selected Shastri for a pivotal position at the 
Center in another party assignment, this time as general secretary in 
charge of the national Congress campaign during the first general elec- 
tions. In 1952, Nehru elevated Shastri to a position in the Union Cabinet, 
where he served as minister of transport and railways. After Shastri’s res- 
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ignation in 1956 (when he assumed personal responsibihty for a series of 
railway accidents), Nehru quickly brought him back into the Cabinet, 
this time as minister of industry and commerce. In 1960, Nehru pro- 
moted Shastri to home minister, where he continued until his resignation 
in 1963 under the Kamaraj Plan. 

Shastri could certainly be expected to have personal feelings of loyalty 
and gratitude to Nehru. It was even possible to imagine, and some be- 
lieved Nehru did, that Shastri would, perhaps after an interim period, 
step down as prime minister in favor of Mrs. Gandhi.®^ At the least, he 
appeared sympathetic to his mentor’s goals. One of the few men among 
the national leadership to come by his compassion for the common man 
through experience rather than ideology, he was for most of his life 
poor, a man whose integrity had sometimes meant material sacrifices for 
his family. 

The state party leaders were attracted to Shastri by other of his qual- 
ities. He was the archetypical “conciliator,” the man who after spending 
decades in political life had not made a single enemy. He was “a moder- 
ate ... a concihator, compromiser and coordinator, above aU a shy, 
modest, humble and unpretending man who hardly ever made an enemy 
during his entire career.”®^ He was, in short, a man completely unlike 
Moraiji Desai, one who could be safely entrusted with the office of prime 
minister by a group of state party leaders intent on establishing a consen- 
sus style of government under new patterns of coUertive leadership. 

The first initiatives designed to influence the outcome of the succession 
struggle appear, in retrospect, to have been launched under cover of the 
Kamaraj Plan. S. K. Patil, among others, discerned at the time a “sinister 
intention, an attempt to make the hne of succession clear [to eliminate 
Moraiji], and make Nehru’s daughter prime minister.”®® Desai himself, 
ten years after the event, was still convinced that “the Kamaraj Plan was 
designed especially to get me out. Nehru wanted his daughter to succeed 
him.”®'^ Although there is no direct ewdence that Nehru was paving the 
way for Mrs. Gandhi — the most obvious symbol of continuity with his 
pohcies — there is certainly sufficient reason to beheve that the removal of 
Morarji Desai as the second-ranking minister in the Cabinet gravely 
weakened his lead in the contest for succession. The move was particu- 
larly shrewd in exploiting the personal rivalries and ambitions within the 
conservative coalition, and emboldening that group of leaders who came 
to be known as the Syndicate in their efforts to keep Desai from power. 

Desai, for one, was of this view. Inter\’iew, New Delhi, August 18, 1973. S. K. Paul 
also believed Nehru harbored this hope. See Kuldip Nayar, India, The Critical Years, p. 24. 

Times of India , jznvary 11, 1966. 

Interwew, S. K. Patil, New Delhi, August 27, 1963. 

Inter\’iew, Moraiji Desai, New Delhi, August 18, 1973. 
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In October 1963, consultations between five state party chiefs (K. 
Kamaraj, Madras; Atulya Ghosh, West Bengal; Sanjiva Reddy, Andhra 
Pradesh; S. Nijalingappa, Mysore; and S. K. Patil, Bombay), on the 
question of electing a new Congress president for the Bhubaneswar ses- 
sion ended in an agreement to thwart Desai in his bid to return to na- 
tional office. It was agreed to support the candidacy of Kamaraj instead, a 
suggestion that Nehru had personally endorsed at the first signs of an 
emerging struggle between Desai and the Syndicate on the question of 
the nomination. Writing Atulya Ghosh, Nehru flatly stated, "I [think] 
that Kamaraj would be the best person for us to choose.”®^ Meanwhile, 
the Syndicate took a decision which it did not communicate to Nehru. 
“At the same time, at that meeting,” Atulya Ghosh later revealed, “we 
considered it desirable that as Pt. Nehru was getting old, Shri Lai 
Bahadur Shastri should succeed him as the Prime Minister.”®® Even so, 
when the Syndicate suggested to Nehru within a few days of his stroke 
that he should invite Shastri to return to the Cabinet as minister without 
portfolio, Nehru readily agreed in an action that inevitably created the 
impression he had chosen his successor.®'^ 

Nehru’s death at his official residence in New Delhi on May 27, 1964, 
after apparent recovery, was not unexpected. Only the inability to know 
the exaCT time and place endowed the event with the shock of surprise. 
The question of succession was taken up informally even before the cre- 
mation ceremonies were completed on the following day.®® Those 
whose personal loyalty to Nehru was especially strong found the specta- 
cle distressing. It is unlikely that Nehru anticipated much else. Indeed, 
his maneuvers during the final year of his life appeared directed toward 
that moment. 

Nehru’s letter to Atulya Ghosh is reproduced in Atulya Ghosh, The Split in Indian Na- 
tional Congress, Annexure A. 

Ibid., p. viii. 

Nayar, India, The Critical Years, p. 25. There arc, however, some indications that 
Nehru developed misgivings about Shastri. Nayar reports that after Nehru recovered from 
the acute stage of his illness, he stopped the flow of important papers and files to Shastri. 
who complained of being treated as a "glorified clerk.” Ibid., p. 26. Desai's interpretation 
suggests that Nehru grew disillusioned with Shastri when he came to bclici’c that his 
former protege had developed personal ambitions to succeed him as prime minister and 
was collaborating with the Syndicate to prevent any possibility that Mrs. Gandhi would 
ultimately be elevated to that office. According to Desai, shortly before Nehru’s death, he 
was approached by emissaries from the prime minister with an offer to rejoin the Cabinet as 
deputy prime minister, on the understanding that Desai would do as Nehru wished on any 
further questions involving a difference between them. Desai, who found such a condition 
objectionable and did not e.xplore the substance of the offer, nevertheless believed it related 
to the succession, and was meant to extract a personal commitment from him (which 
Nehru knew would be honored once given), citber to make Mrs. Gandhi prime minister 
immediately, or to step down in her favor after an interim period. Interview, New Delhi, 
August 18, 1973. 

For a detailed account of the maneuvers surrounding the succession, see Michael 
Brecher, Nehni’s .Mantle, ch. 3. 
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The structure of power Nehru helped shape worked against Moraqi 
Desai. It is true that there was no serious discussion of Mrs. Gandhi as a 
candidate for the succession. An initiative on her behalf by K. D. 
Malaviya was aborted when Mrs. Gandhi refused categorically to be 
drawn into a contest during a period of deep mourning. But Nanda, 
Krishnamachari, and Shastri, the three men Nehru had dehberately 
brought back to key positions in the Union Cabinet, constituted the ef- 
fective leadership of the national government. It was they who decided 
to recommend to the president that Nanda, as home minister, be ap- 
pointed interim prime minister until the Congress party in parHament 
could meet to select a new leader. Desai, who as the senior member of 
the Cabinet would have inevitably acceded to this position in the absence 
of the Kamaraj Plan, was instead relegated to the poHtical sidelines, de- 
prived of any official role, and of the symbolic and patronage advantages 
of national office in pressing his candidacy on the party. By contrast, 
Kamaraj, who with Nehru’s support had helped prevent Desai’s selec- 
tion as president of the Congress party, now enjoyed a pivotal role in 
that position. He announced, with approval from the Working 
Committee — including members of the Syndicate — his responsibility to 
canvass the views of the chief ministers and the Congress MPs to dis- 
cover the party’s choice of successor, and to advise the Congress parlia- 
mentary party on the “consensus.” In the process, Kamaraj and the state 
leaders made known their own preference for Shastri to the MPs from 
their states, and attempted to ensure a majority for their candidate by re- 
sisting a secret ballot in the CPP on the choice of their new leader. When, 
on June 1 , Kamaraj formally reported to the Working Committee his 
finding of a party consensus on Shastri, Desai agreed to withdraw. The 
next day, at a meeting of the Congress parliamentary party, Shastri was 
unanimously elected. He appeared to justify Nehru’s gamble that he was 
the safest choice. In his acceptance speech, Shastri took special care to 
praise Mrs. Gandhi and to extend to her an open in\dtation to join the 
new government. Then he went on to declare his commitment, at the 
level of national policy, to continuing Nehru’s work. “Socialism,” he as- 
serted, “is our objective. Our policy has already been defined and enun- 
ciated. What is essential is its proper and quicker implementation.”®^ 

A more reliable harbinger of things to come, however, was the special 
session of the Lok Sabha called as an act of ritual homage to Nehru for 
the purpose of reintroducing the Constitution (Seventeenth Amend- 
ment) Bill. When the biU was reported out of the Select Committee, the 
Congress leadership issued a very strong whip. This time, the bill was 
enacted into law by a vote of 389 to 30. 


Ibid., p. 67. 
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But the Select Committee had made a crucial change. A new provision 
appeared, stipulating that in all future land reform acts, cultivating 
owners of land would be entitled to compensation for loss of land or any 


rights therein on the basis of full market value. The provision did not 
apply to existing ceiling legislation, which was allowed to stand. What it 


» 

\ 


did accomplish, however, was to rule out in practice a significant land,; 
redistribution program through future legislation for lowering ccilingv 
limits by making it financially impossible for the government legally to' 


acquire a substantial proportion of the cultivated area. The intention and 


ability of conservative groups inside the Congress to resist any further 


attempts at reform had been made unmistakably clear. 



SEVEN 


Retreat from the Social Goals 
of Planning: Domestic Constraints 
and Foreign Pressures 


At the time of Nehru’s death, the Congress party leadership reaffirmed 
its commitment to democratic social transformation as the national aim 
of development planning set down in the Five Year Plans. Yet, the 
critical task of reconstituting the party organization as an instrument of 
popular involvement in the implementation of Congress pohcies had 
hardly begun. This task proved to be completely outside the capacity of 
Nehru’s successor to accompHsh. Lai Bahadur Shastri did not have an 
independent base of popular support at the time he took office. On the 
contrary, he was the creature of the party bosses who derived their 
power from the dominant landed groups that reorganization would have 
displaced. Proposals for party reform were set aside. Instead, Shastri 
took exactly the opposite route than the one charted by Nehru in the last 
years of his life. Conceding the virtual impossibility of transforming the 
rural power base of the Congress party in the support of the proprietor 
castes, he abandoned the social goals of planning. 

The departure from past principles ofpohcy was all the more complete 
because the prime minister as an insecure head of government was vul- 
nerable not only to domestic attacks on plan policy, but to criticism by 
international aid-giving institutions of overly ambitious industrial plans 
in the pubhc sector and inefficient methods of development both in in- 
dustry and agriculture that ignored incentives to private (domestic and 
foreign) investment. The two currents of criticism, one internal, the 
other foreign, combined to reinforce each other in increasing pressure for 
a complete reorientation of the economic approach. Failures to carry out 
agrarian reforms capable of increasing agricultural output and mobilizing 
larger rural surpluses for pubhc investment left India even more depend- 
ent on higher levels of external assistance to finance future plans. Increas- 
ing insistence by the major aid-giving nations that India alter her invest- 
ment priorities and methods of development, in the face of continumg 
resistance by state leaders to carry out agrarian reorganization, left the 
government with little room for maneuver. 

During the brief twenty months of Shastri’s tenure, a series of undra- 
matic initiatives in economic pohcy that went virtually unnoticed at the 
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time cumulatively altered the entire approach to India’s development 1 
strategy. Among the results of decisions taken during this period were! 
the eclipse of the Planning Commission as a policy-making body; a shift, 
from controls to incentives as major instruments of development plan-; 
ning; a reorientation of public investment from basic industries to ag- 
riculture; a new agricultural strategy to concentrate modem inputs in ir-1 
rigated areas of the country; and an enlarged role for private domestic 
and foreign investment in the development of the industrial sector. In 
sum, in less than two years, the key pillars of Nehru’s strategy of self- 
reliant growth and social transformation through expansion of basic and 
heavy industries in the public sector, and land reforms and cooperative 
reorganization in agriculture, were virtually overturned. The Shastri 
interregnum saw the beginnings of the sharp contradiction between 
pledges of economic and social reform endorsed by the national party 
leadership and policies of active encouragement to private investment 
both in industry and agriculture pursued by Congress governments. The 
new policies ultimately failed to accelerate the process of economic 
growth, even as they inevitably increased disparities and eroded the 
legitimacy of the Congress party as well as the entire system of demo- 
cratic government. 

Shastri was, on the face of it, an unlikely person to have initiated such a 
major policy reversal. Indeed, the general view at the time of the succes- 
sion was best summed up in the estimate that a man of his background 
and temperament would “never take new or daring decisions or put the 
stamp of his leadership on his inheritance.’’’ It is, moreover, doubtful 
that Shastri intended to introduce a decisive break with past principles of 
economic policy, if only because his own legitimacy as successor was 
publicly linked to at least formal affirmation of continuity with Nehru’s 
basic approach. 

At the same time, Shastri had neither the ideological commitment nor 
the political power necessary to insist, like Nehru, that shortfalls in Plan 
performance had been failures of implementation rather than strategy. 
His endorsement of socialism represented a statement of personal em- 
pathy for the problems of tbe common man in securing the ncccssitic*s of 
life, rather than a comprehensive world view that provided a guide to the 
selection of policy instruments. The new prime minister was, moreover, 
lacking in any formal economic training or even practical experience in 
planning. Confronted by authoritative explanations of economic difficul- 
ties that emphasized defective Plan methods rather than poor implemen- 
tation, his tendency was to accept expert opinion. 

Glaring shortages of essential commodities and the spiraling cost of 

' Pran Chopra, Uncertain India, p. 284. 
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living lent further common-sense credibility to the business commu- 
nity’s claim that economic problems were due mainly to the penchant of 
leftist-minded planners for large outlays on projects requiring long gesta- 
tion periods, which caused neglect of agriculture and consumer indus- 
tries. Indeed, Shastri’s own perception of the public sector was critical. 
He confided in his colleagues that the public sector was not operating to 
capacity and had failed to justify the enormous sums spent on it. Plans 
for more rapid expansion against past experience of long gestation peri- 
ods and poor production results would only intensify the problems of 
exhaustion of foreign exchange reserves and dependence on foreign aid, 
while aggravating the rising domestic price level as demands for scarce 
consumer goods increased. In contrast to Nehru, who had insisted that 
these difficulties be absorbed as the price of maintaining the momentum 
of industrial development required for achieving the long-term goal of 
self-reliance, Shastri inclined toward greater emphasis on more efficient 
use of existing capacity rather than construction of new projects, except 
in a few “core” industries considered absolutely essential for self- 
reliance. He was, further, unsympathetic to what he believed was a hos- 
tile view toward private business by the planners. His own approach was 
to emphasize the complementarity of the private and public sectors; to 
impose the minimum a priori restrictions on the expansion of the private 
sector consistent with the 1956 Industrial Policy Resolution; and to rely 
on the public sector mainly when it could demonstrate greater compara- 
tive advantage in efficient production.^ 

Above all, Shastri was concerned to make immediate progress in en- 
suring the basic necessities of food and primary consumer items to the 
poorest sections of the population. Unlike Nehru, he was uncertain 
about his ability to cope wdth both foreign and domestic pressures arising 
from continuing shortages of essential commodities. He was particularly 
sensitive to the potential vulnerabihty of India to foreign pressures as 
long as the economy remained dependent on imported foodgrains. His 
discomfort at continuing rehance on PL 480 suppHes assumed an acute 
dimension when, in April 1965, President Johnson abruptly inflicted a 
national humiliation on the new prime minister by canceling an invita- 
tion for a well-publicized trip to the United States. Meanwhile, at home, 
Shastri still had to prove his credibihty as prime minister through evi- 
dence of his abihty to solve the economic crisis, and most especially to 
increase production in agriculture and bring down the price of food. In- 
deed, within three months of taking office, Shastri was confronted with 

^ Shastri’s views are reconstructed from conversations with some of his principal ad- 
visors, especially T. N. Singh, then member (Industries), Planning Commission, New 
Delhi, June 3, 1973; Asoka Mehta, then deputy chairman. Planning Commission, New 
Delhi, May 25, 1973 and June 15, 1973; and L. K. Jha, then principal secretary, prime 
minister’s secretariat; Washington, D.C., June 21, 1972 and September 21, 1972. 
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the challenge of a nationwide agitation against rising prices led by the 
Communist party. Demonstrators appeared in the thousands; some 
called angrily for the resignation of the government. Altogether, some 
1 ,300 arrests were necessary to keep the situation from getting out of 
control. Even then, there were instances of rioting by students in towns 
and states as widely separated as Orissa and Kerala.^ 

Perhaps the greatest constraint on Shastri’s personal initiative in eco- 
nomic policy came from a sense of political insecurity inside his own 
party. The future offered an uncertain prospect. Morarji Desai had re- 
fused to join the Cabinet, amid indications that the former finance minis- 
ter’s supporters in the Congress parliamentary party remained unrecon- 
ciled to his defeat. Meanwhile, Shastri’s political fortunes rested in the 
hands of the state party leaders who controlled the blocs of votes in the 
CPP necessary to his continuation as prime minister after the general 
elections scheduled in 1967. 

In contrast to Nehru, who had removed the most vocal critics of Plan 
policy from the Cabinet under the Kamaraj Plan, one of Shastri’s first 
acts as prime minister was to return them to positions of power at the 
Center. Although Desai refused Shastri’s invitation to join the Cabinet, 
S.K. Patil accepted appointment as minister of railways. Sanjiva Reddy, 
a powerful Congress party boss of Andhra Pradesh, was given a key 
portfolio as minister of mines and engineering, and became the unofficial 
spokesman in the Cabinet for the chief ministers of the southern states 
(including Nijalingappa of Mysore, Bhaktavatsalam of Madras, and 
Brahmananda Reddy of Andhra). In addition, Kamaraj, as Congress 
president and the “strong man” of the party, with the ability to put the 
power of the organization behind a new prime minister in 1967, was ac- 
corded an important advisory role. At the highest level, an appearance of 
continuity with the Nehru years was pursued with the appointment of 
Indira Gandhi as minister of information and broadcasting. 

Against the background of these diverse considerations and pressures, 
Shastri approached the Fourth Plan convinced that highest priority in 
public expenditure should be given to agriculture, even if this involved 
concessions to domestic and foreign private investment in the expansion 
of large-scale industry. He nevertheless tried to find middle ground ac- 
ceptable both to the planners and his colleagues in the Cabinet and the 
chief ministers of the states. At his very first meeting with the Planning 
Commission on June 24, 1964, Shastri had to take a decision on the Per- 
spective Planning Division’s tentative guidelines for the Fourth Plan, ap- 
proved by Nehru less than three weeks before his death. The new prime 
minister endorsed the PPD’s projections of outlays at double Third Plan 
levels to preserve continuity of past policy and ensure the momentum of 

^ Times of India, October 20, 19W and November 7, 1964. 
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development in basic and heavy industries. At the same time, however, 
he insisted on giving highest priority in the allocation of resources to ag- 
riculture. In an appeal for a “common man’s plan,” one that would bring 
immediate benefits in food, clothing, and shelter,** the prime minister 
suggested priorities for quick-yielding projects in the rural sector, with 
special attention to minor irrigation, fertiHzers, and medium and small- 
scale industries. Taken together, the changes he favored suggested a re- 
duced role for detailed planning in the development process; but some- 
thing less than a major departure from established goals and methods of 
development. They were, in fact, presented as a shift of emphasis within 
the existing framework to meet the acute production crisis. 


The Planning Commission, however, had lost its most effective shield 
against a direct attack from its opponents inside the government and the 
Congress party. The planners’ influence on the formulation of national 
development policy had all along rested on the commitment of the prime 
minister as chairman to ignore criticism from his own party leaders. As 
long as the prime minister and the chairman of the Planning Commission 
had spoken with one voice — and that voice was decisive on questions of 
national economic policy — there was every incentive for the ministries to 
negotiate directly with the planners to reach an agreed position before 
an issue was considered at Cabinet level. 

During the Nehru years, the consensus on economic policy was 
achieved by consultations between the deputy chairman and members of 
the Planning Commission, and the ministers and senior officials con- 
cerned. Most of these contacts developed informally over the years. The 
ministries submitted proposals to the Planning Commission for com- 
ment, and the commission made its own recommendations on policy to 
the ministries. The deputy chairman, or his representative, participated 
in interdepartmental meetings of ministers and secretaries and other 
senior officials. In addition, the secretary of the Planning Commission 
served in the dual capacity as Cabinet secretary (and chairman of the 
Committee of Secretaries). He presented the Planning Commission’s 
point of view to the secretaries of the ministries, providing guidance on 
drafting formal policy proposals, and alerting the planners, in turn, to 
any objections that might arise. If differences involving policy remained 
unresolved after informal discussions, senior officials and the ministers 
concerned were invited to a formal meeting of the Planning Commission 
for further talks. At such meetings, the Planning Commission was 
strengthened in its bargaining position by its generally close working re- 
lationship with the finance minister, who as a member of the commis- 


Times of India, June 24 , 1964 . 
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sion was accustomed to seeking the views of the planners before accept- 
ing proposals for new expenditures from the ministries. Finally, when 
differences between the Planning Commission and a ministry could not 
be resolved, the deputy chairman and the members of the Planning 
Commission could press their views against an uncooperative minister 
before a usually sympathetic prime minister.® 

Within the first few months of Shastri’s leadership, the balance of 
power between the Planning Commission and the ministries was trans- 
formed. The new prime minister quietly introduced a number of ad- 
ministrative and procedural changes in the policy-making process that 
had the twofold effect of creating a clear separation between the Planning 
Commission and the office of the prime minister, while shifting the bal- 
ance of influence within the decision-making networks from the Plan- 
ning Commission to the ministries, and by extension, to the chief minis- 
ters of the states. 

One of Shastri’s first acts was to divest the members of the Planning 
Commission of their longstanding privilege of indefinite tenure and to 
place them on fixed term (albeit renewable) contracts. The new formal 
arrangements effectively reduced the status of the Planning Commission 
from its position as an extension of the prime minister in the area of eco- 
nomic policy to a subordinate group of advisors. This effect was en- 
hanced by the decision to terminate the link between the Cabinet secre- 
tary and the secretary of the Planning Commission, and to appoint a 
separate secretary (and additional secretary) attached solely to the Plan- 
ning Commission. 

The separation between the prime minister and the Planning Commis- 
sion took on more substantive meaning after Shastri’s decision in July 
1964 to constitute his own prime minister’s secretariat. Tliis innovation 
had the effect, desired by Shastri, of strengthening the prime minister’s 
office against the pressures advanced by senior members of the party 
(both from their positions in the Cabinet and on the Working Commit- 
tee). It provided him with his own set of experts who could be consulted 
independently on major questions of economic polic>' and foreign affairs. 
The initiative, which grafted some of the elements of a presidential style 
of government onto the cabinet system, established the preeminence of 
the prime minister beyond the conventional norm maintained by Nehru 
(albeit in fiction, not fact), of the prime minister as the “first among 
equals.” 

The selection of L. K. Jha, the former finance secretary and the rank- 
ing ICS officer in the Government of India, as head of the secretariat di- 

® For an authoritative summary of the relationships between the Planning Commission 
and the ministries during the Nehru years, sec Tarlok Singh. Tcwurds <iri Iit!e<;riilcJ Son'riy. 
pp. 440-43. 
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rectly undercut the policy-making role of the Planning Commission.® It 
placed a high-powered economic adviser in the prime minister’s office. 
Unlike Nehru’s personal secretaries, including Tarlok Singh and Pitam- 
bar Pant, both of whom had simultaneously held senior positions on the 
Planning Commission, Jha had no such affiliation. He sat on committees 
at the secretary level as the representative of Shastri in the latter’s capacity 
as prime minister. Apart from the special prestige Jha enjoyed as head of 
the prime minister’s secretariat, moreover, his views were respectfully 
solicited by senior members of government on the basis of impressive 
professional credentials in the field of finance. Within a short time, Jha 
became the most influential official adviser in the government. Equally 
important, through his close personal ties with other senior civil ser- 
vants, especially in the finance ministry, he played a major role in rees- 
tablishing the influence of the bureaucracy in the formulation of eco- 
nomic policy. In particular, those officials who had argued since 1963 
that the resource position mandated a virtual moratorium on new devel- 
opment schemes to meet the requirements of defense achieved direct ac- 
cess to the prime minister. In turn, their allies among the chief ministers 
who also advocated limitations on expansion of the public sector in favor 
of greater reliance on incentives to private enterprise found a new route 
to participation at the highest levels of decision-making, one that permit- 
ted circumvention of the Planning Commission on questions of eco- 
nomic policy. 

The decline in the Planning Commission’s policy-making role was 
further aggravated by Shastri’s political style. In contrast to Nehru, who 
used his authority as chairman of the Planning Commission to concen- 
trate responsibility on economic matters in that body, Shastri em- 
phasized his powers as prime minister to decentralize the policy-making 
process and encourage independent inputs in the formulation of devel- 
opment programs from members of his Cabinet. His very first alteration 
in the Cabinet, the decision to transfer the successful minister of steel, C. 
Subramaniam, to the Ministry of Food and Agriculture, signaled his own 
wish to accord highest priority to agriculture in planning, and his politi- 
cal style of widening the decision-making sphere to assign a major role to 
individual ministers. In general, Shastri’s approach to decisions on eco- 
nomic policy was to seek a consensus solution by encouraging extensive 
informal consultations between ministers, senior administrators, ad- 
visors, and planners. He himself preferred to consult individually with 
the ministers and officials concerned, rather than to meet with the full 
Planning Commission. In most cases, differences in point of view were 

* For an extended discussion of the impact of the prime minister’s secretariat on the 
policy-making process, and the role of L. K. Jha, see Michael Brecher, Nehru’s Mantle, pp- 
115 - 20 . 
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reconciled before they reached the stage of Cabinet discussion. When dif- 
ferences persisted, Shastri invited the deputy chairman of the commis- 
sion and/or his representative to a meeting of the Cabinet or Cabinet 
committee at which alternatives were debated and a common solution 
found. The style was an almost complete reversal of the pattern estab- 
lished under Nehru, when the preeminence of the Planning Commission 
was demonstrated by the practice of making all important decisions on 
economic policy at meetings of the Commission to which the concerned 
ministers were invited. 

The difference held more than symbolic meaning. The Planning 
Commission, cut loose from the power of the prime minister, was most 
often represented in informal consultations and Cabinet meetings by its 
deputy chairman, Asoka Mehta. Mehta, who did not enjoy ministerial 
rank, operated from a weak position. A politician without a secure base 
of support after leading his own faction of the PSP back into the Con- 
gress party in 1963, he had relied for influence on his association with 
Nehru as the latter’s hand-picked adviser. In the new circumstances, he 
had to be concerned as much with projecting his personal influence 
among his powerful colleagues, as with advancing the position of the 
Commission. On other counts as well, Mehta, who had played no role 
in establishing the independent authority of the Commission, agreed 
with many critics of the planners who argued they had exceeded their 
proper mandate as an advisory body in moving toward a policy-making 
role. Indeed, Mehta, who shared the view that “the Planning Commis- 
sion had been throwing its weight around and causing annoyance to the 
ministers” advised Shastri favorably on proceeding with both of his early 
initiatives to introduce fixed term contracts for the members, and to end 
the secretarial link between the Cabinet and the Planning Commission. 
In fact, he went further. He argued the desirability of a basic reorienta- 
tion in the role of the Planning Commission from that of arbiter of na- 
tional economic policy — better left to the judgment of the central gov- 
ernment ministries — to that of spokesman for state interests. Perhaps 
most important, although his public image as a socialist persisted, Meh- 
ta’s thinking, according to his own account, had undergone substantial 
change by the time he was appointed deputy chairman in 1963. He was 
convinced that India lacked the political capacity and administrative ma- 
chinery to operate a controlled economy, and was converted to the view 
that the only option corresponding to economic and political realities 
was a shift in planning toward a market approach, involving greater re- 
liance on incentives to private investment. His thinking in this respect 
was hardly different from that of L. K. Jha and the senior ofilcials of the 
finance ministry, although he retained a strong concern for keeping up 
the momentum of expenditure on heavy industries, partly out of desire 
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to keep pace with China. Similarly, he had virtually no commitment to a 
continuation of the community development strategy in agriculture, on 
the ground of inadequate pohtical and administrative infrastructure to 
carry out the agrarian reorganization of village panchayat and coopera- 
tive institutions, including joint land management, required for its effec- 
tive implementation.’^ 

Much of the burden of advancing the Perspective Planning Division’s 
point of view on economic policy feU, under the new circumstances, on 
the finance minister, T. T. Krishnamachari, a longtime associate of 
Nehru who had shared his commitment to basic industrial development 
and the regimen of physical and price controls necessary to implement a 
large public-sector plan. But he was a pohtical appointee whose power 
rested solely on his personal abihty to retain the confidence of the prime 
minister. By contrast, the opponents of the Planning Commission 
tended to represent powerful constituencies in the state Congress party 
organizations, and could press their arguments from positions of inde- 
pendent political strength. Indeed, the shift of emphasis from the Plan- 
ning Commission to the ministries in the formulation of economic pol- 
icy meant that the representatives of the Commission had to counter not 
only the proposals advanced by the ministries, but the pressures appUed 
by the chief ministers of the states through their allies in the Cabinet. 

The first test of the Planning Commission’s influence in the new 
power structure occurred at the October 1964 meeting of the National 
Development Council called to consider the Memorandum on the Fourth 
Five Year Plan prepared by the Perspective Planning Division. Citing the 
necessity of meeting commitments on improved living standards and 
levels of employment, and the desirabihty of reduced dependence on 
foreign aid, the memorandum provided projections for achieving “much 
higher rates of growth than was originally envisaged for the next two 
Plan periods”® at 6.5 percent per annum, including a 5 percent rate of 
growth in agriculture and 1 1 percent in organized industry. Despite for- 
mal endorsement for the principle of assigning highest priority in the 
allocation of resources to agriculture, the actual pattern of sectoral out- 
lays envisaged was almost identical to that anticipated under the Third 
Plan — ^21.8 percent compared to 21.2 percent in agriculture, and 20.5 
percent compared to 20.3 percent in industry.^ 

The size and pattern of investment were also associated, as before, 
with “certain directions of pohcy.”^” Total Plan outlay, projected at Rs. 
15,520 crores, was tied to a major effort of additional resource mobiliza- 
tion, estimated at Rs. 2,500 crores to Rs. 3,000 crores. This required a 

’ Interview, Asoka Mehta, New Delhi, May 25, 1973 and June 12, 1973. 

® Planning Commission, Memorandum on the Fourth Five Year Plan, pp.-3-4. 

9/fe/y.,p. 11. Ibid., p. 21. 
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multiple strategy of augmenting revenues by ending large-scale tax eva- 
sion, which was also responsible for the circulation of growing amounts 
of “black money” in the economy with its dangerous inflationary im- 
pact; a price policy in the public sector based on a 12 percent return on 
invested capital; and a dramatic increase in receipts from taxation of ag- 
ricultural income. Equally important, the “highest attention” had to be 
given to price stabilization.^' Once again, the Planning Commission un- 
derlined “the necessity for the country to keep in readiness to contain the 
prices of basic commodities through direct measures of controlled distri- 
bution,” and recommended stronger efforts to “bring within state con- 
trol the distribution at regulated prices of foodgrains, common varieties 
of textiles and other primary consumer goods articles.”'* 

The planners, still secure in the precedents of previous meetings of the 
National Development Council, presented the memorandum for consid- 
eration in the expectation of pro forma discussion and approval. From 
the beginning, however, the prime minister himself invited open dissent. 
He described the draft “as essentially a first approximation” that would 
have to take account of the need for a program of concrete action in ag- 
riculture geared to immediate results in ensuring a better life for the 
common man. Simultaneously, moreover, Shastri announced that in 
consultation with the deputy chairman, he had decided to constitute a 
National Planning Council with the deputy chairman as head — but ex- 
cluding the other members of the Planning Commission — to bring to- 
gether some 15 to 20 scientists, economists, and other experts "who 
could help the Planning Commission” in carrying out this task.'^ 

The chief ministers, thus encouraged, gave strong expression to their 
own reservations on a number of basic points. They questioned the 
feasibility of additional resource mobilization by the states on the scale 
envisaged, citing rising levels of committed expenditure and obligations 
of debt repayment to the central government. They objected to the prin- 
ciple of large profits in the public sector, especially in industries serving 
agriculture. They insisted on the importance of giving higher priority to 
the allocation of investment to agriculture over industry, including larger 
outlays on minor irrigation, rural market roads, and transport. Finally, 
they asserted serious administrative weaknesses in implementing pro- 
posals for state procurement of foodgrains. 

Shastri, who shared many of the misgivings of the state leadership 
about the size, objectives, and priorities of the Fourth Plan memorandum 
seized the opportunity to make an unprecedented suggestion. He pro- 
posed that the National Development Council establish five committees 

" Ibid., p. 92. ”/fcW.,p. 6. 

Planning Commission, Tweiily-Jirst Meeting ef the tXalional Development Council, Sum- 
mary Record (New Delhi, October 27 & 28, 1964), p. 2. 
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(Agriculture and Irrigation; Industry, Power and Transport; Social Serv'- 
ices; Resources; and Development of Hill Areas) to “go into and advise 
onpolicy issues relating to programs in the respective sertors of the Fourth 
Plan.”^"^ By one stroke, the chief ministers of the states were accorded a 
formal role in the definition of national economic policy. For the first 
time since it was created, recommendations of the National Develop- 
ment Council to the Planning Commission on aspects of Plan policy' 
took on the force of an official guideline. The impact was immediate. Al- 
though the council finally endorsed the broad outlines of the memoran- 
dum, it specifically instructed the Planning Commission to “provide re- 
sources and inputs sufficient to achieve a rate of growth [in agriculture] of 
not less than five percent per annum. 

r The decisive shift of power on questions of economic poficy from the 
1 Planning Commission to the ministries, and from the central govem- 
^ ment to the states, was dramatically demonstrated in the struggle over 
state trading that once again erupted as the government sought to meet 
the growing food crisis. The planners, while conceding the existence of 
real shortages created by stagnant output since 1961/62, insisted that price 
increases on the scale experienced could not be explained by shortfalls in 
production. They assigned greater blame to hoarding activities by the 
“farmer-trader axis” — larger producers and grain dealers accused of 
holding back stocks to convert marginal and local scarcities into large ar- 
tificial shortages. The Commission urged an interventionist state role of 
stringent regulation of the private trade, including price controls, gov- 
ernment procurement, and rationing of available supphes. 

The prime minister, the Cabinet, and even the Congress Party’s Work- 
ing Committee^® all accepted the Planning Commission’s assessment 
that the immediate cause of rising foodgrains prices was a decline in mar- 
ket arrivals rather than an acute shortfall in supphes. They also believed 
that hoarding activities by the private trade were mainly responsible. But 
the food minister insisted that proposals for price controls and state trad- 
ing offered, at best, only a short-term solution to meeting the food crisis. 
The real answer, according to Subramaniam, was to increase production. 
The method urged on the gov’^ernment was a return to the market ap- 
proach of providing price incentives to priv’^ate investment and much 

Ibid., p. 12. Emphasis added. 

Memorandum of Fourth Fii’e Year Platt, Annexure, Suggestions of the National Devel- 
opment Council, p. 195. Emphasis added, 

S. K. Patil was among those who conceded that the immediate cause of the food short- 
age was hoarding by farmers and traders, albeit in an interview in the United States. See 
New York Times, July 28, 1964. Subramaniam also publicly endorsed this view. Times of 
India, July 28, 1964. The Congress Working Committee, meeting in late August, similarly 
found “the speculative tendency' and incentive for hoarding the two factors responsible for 
the current scarcity.” Hindustan Times, August 20, 1964. 
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higher Plan outlays on yield-enhancing inputs, especially chemical fer- 
tilizer. In the short run, the ministry once again proposed to meet the 
requirements of the deficit states by importing wheat and some rice 
under PL 480, and arranging supplementary commercial imports of rice. 
Subramaniam did not oppose the Planning Commission’s suggestion to 
establish a food trading organization for purchase of foodgrains from 
domestic production; but in a major departure from previous policy, he 
suggested that the state agency engage only in competitive open market 
purchases with the private trade, and build up stocks by attracting volun- 
tary offers of foodgrains at incentives prices. 

The argument over appropriate economic policies to meet the food 
crisis, conducted in the context of ongoing preparations for the Fourth 
Plan, reopened basic questions of national policy that Nehru had sought 
to settle with his political counteroffensive in the year before his death. 
The proposals advanced by Subramaniam had long been advocated by 
his predecessors in the Union Cabinet, with the tacit support of the chief 
ministers of the states. They had just as consistently been rejected by the 
Planning Commission. The planners not only believed that a strategy of 
agricultural development based on incentives to individual investment 
would aggravate disparities between the minority of commerical farmers 
and the mass of subsistence cultivators, but would require such large out- 
lays on physical inputs, particularly chemical fertilizers, as to jeopardize 
minimum investment levels required to maintain the momentum of the 
industrial program. This was also the view of the finance minister. 
Krishnamachari agreed on the need for a viable food economy, but ar- 
gued that attention to increasing production was only one component of 
an effective policy. The additional requirement, in periods of persistent 
shortage, was for a national food distribution system to prevent pockets 
of high demand from triggering a general price rise. Such a distribution 
system, according to Krishnamachari, could only be established if the 
government acquired a commanding position in the foodgrains trade 
through policies of price control and monopoly procurement.*® 

Shastri, confronted with an urgent economic crisis that threatened to 
degenerate into political disorder, but unable to work out a compromise 
on national food policy once divergent ideological orientations compli- 
cated the debate, quickly accepted Subramaniam’s suggestion that an ex- 
pert committee headed by L. K. Jha might provide the best chance of 
finding an acceptable solution to tide over the immediate crisis. In June 

Hindustan Tmi«, June 29, 1964. 

'® Krishnamachari advanced this argument in an interview with Michael Brcchcr in July 

1964. Michael Brecher, Nehru's Mantle, p. 144. One year later, he presented his analysis of 
the key role of government procurement of foodgrains in preserving the approach to 
planned development in a comprehensive note on economic policy circulated among mem- 
bers of the Working Committee at the AlCC meeting in Bangalore. Times of India. lulv 24. 

1965. 
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1964, Shastri appointed a Prices Committee under the leadership of his 
chief secretary to make recommendations on price poHcy for the 1964/65 
season. As Subramaniam confidently expeaed, Jha’s expert opinion 
coincided almost exactly with that of the food minister and the chief 
ministers of the states. He agreed that proposals for price controls, state 
trading, and rationing might have some utility as crisis measures, but 
that the basic solution to the food problem demanded a substantial in- 
crease in produaion.^^ Impressed with the efficiency of the technocratic 
approach in maximizing immediate growth goals, he was sympatheric to 
the view that past poUcies aimed at social transformation of the rural sec- 
tor should be reversed to provide price incentives to commercial farmers, 
and much larger investment outlays on improved inputs. 

Jha, who had to present the recommendations of his committee to a 
divided Cabinet, prepared his proposals in language that was carefully 
chosen to concihate the planners and imply a continuation with the pre- 
vious approach. The Jha Committee accepted the proposition of estab- 
lishing a government trading organization at some future time. In the 
present period of scarcity, however, it recommended against any step 
that might further dislocate estabhshed trade patterns. The committee 
suggested, instead, that private traders continue to art as purchasing 
agents for the central and state governments, albeit subject to tighter 
regulation, including officially fixed profit margins. Purchases on behalf 
of government were to be carried out within the framework of the mar- 
ket mechanism, with one modification — the introduction of a central 
government monopoly over the movement of foodgrains across state 
boundaries — as the inescapable minimum restriction on the operation of 
the free market to improve government’s competitive position relative to 
the private trade in purchasing foodgrains in surplus areas. 

The core of the Jha Committee’s report was its recommendations on 
price pohcy for the 1964/65 season. The language conformed to previous 
policy in fixing a two-tiered price structure for paddy; a guaranteed 
minimum or support price to protect farmers against an artificial drop m 
prices in isolated rural areas; and a maximum purchase/procurement 
price to impose a price ceiling in urban markets with high effective de- 
mand. In substance, however, the recommendations represented a basic 
departure from past pohcy in pegging support and purchase prices so 
high that they satisfied the food minister’s redefinition of state trading as 
a mechanism for the voluntary purchase of foodgrains by government 
agents acting in competition with the private trade. 

The minimum (guaranteed support) prices at the producers’ level rec- 
ommended by the Jha Committee as “fair and reasonable” exceeded the 

Inter\’iew, L. K. Jha, Washington, D.C., January 11, 1973. 
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average open market postharvest prices in all except two states over the 
previous three years — even though these prices were already higher than 
usual, in a period of scarcity. The government stood ready to purchase 
all paddy offered to it at the guaranteed support price. In addition, it was 
ready to compete with the private trade in open market purchases by of- 
fering a premium of Rs. 1 per quintal above the support price. The rec- 
ommendations for a higher minimum price structure were represented as 
a crisis measure, justified by the immediate need of government to attract 
additional stocks and meet its commitments to supply the fair price sliops 
in urban areas. The impression that the Jha Committee’s recommenda- 
tions were an ad hoc response to a pressing food crisis, and not a state- 
ment of new policy, was strengthened by the agriculture minister’s an- 
nouncement of the intention to appoint a permanent Agricultural Prices 
Commission to make long-term recommendations on price policy and 
relative price structure. The proposals of the Jha Committee, placed be- 
fore the Cabinet as an administrative solution to a managerial problem of 
rationalizing the distribution of available foodgrains aroused no serious 
opposition. They became the basis of government price policy for the 
1964/65 season. 

In July 1964, Subramaniam scored a more far-reaching victory. Tlic 
agriculture minister announced a Cabinet decision to establish a food- 
grains trading corporation, with branches throughout the country, to 
begin operations during the next harvest of January 1965. In a reversal of 
official policy, however, the new Food Corporation of India would not 
rely on price controls and compulsory procurement to acquire stocks, 
but was expected to compete with private traders in purchases on tlie 
open market by offering attractive prices to producers. Following the 
strategy of a modified market mechanism favored by Jha, the FCI was to 
be established with a competitive advantage of monopoly control over 
the movement of foodgrains between states and over long distances 
within states. Although the corporation was formally charged with the 
acquisition of wheat as well as rice, primary reliance for accumulation of 
wheat stocks in praaice continued to be placed on imports under PI 480. 
In July, S. K. Patil once again journeyed to the United States, and started 
negotiations for a new agreement to provide about 20 million tons of 
grain over a five-year period. In September, a fresh agreement was 
signed to cover the fiscal year ending June 30, 1965, for four million tons 


See Ministry of Food and Agriculture. Department of Agriculture. Report of the Ap- 
riciiltitral Prices Commission on Price Policy' for Kharif Cereals for 1965-66 Season (.\'c\v Delhi. 
May-July 1965). The minimum prices of coarse paddy in the major rice-growing states rec- 
ommended by thcjha Committee for 1964/65 ranged from a low of Its. 33.5(1 per quintal to 
a high of Rs. 39.00 per quintal. The range of the average post-harvest prices for the three 
preceding years was Rs. 28.56 per quintal to Rs. 38.36 per quintal, p. 3. 
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of wheat and 300,000 tons of rice, and talks were scheduled to complete a 
similar agreement the following year. 

But the issue was not settled. On the contrary, immediately after the 
Union government’s announcement of the new maximum fixed prices 
for purchase and sale of standard varieties of paddy and wheat for the 
1964/65 season, a fall in market arrivals forced an immediate reappraisal. 
Despite the fact that the states had endorsed the new price structure as 
remunerative, they quickly found that “the prices fixed by Government 
[had become] unreal and paddy and rice are being sold in the open mar- 
ket at much higher rates. It soon became apparent that the private 
trade, dissatisfied with the narrow profit margins alio wed, was refus- 
ing to cooperate. As open market prices pushed up beyond the govern- 
ment’s announced purchase price, the acquisition of rice in the surplus 
states on state and central government account became increasingly dif- 
ficult. Government supplies available for distribution in the fair-price 
shops in the deficit states and large cities fell dangerously close to exhaus- 
tion. 

By the end of October 1964, Shastri was finally convinced of the Plan- 
ning Commission’s view that the government’s effort to stabilize food 
prices through the market mechanism was unrealistic. He found that the 
“traders are not prepared to cooperate with us. They want complete 
freedom and they will not play the game.’’^^ Subramaniam also appeared 
to shift his position, and agreed to the need for stringent controls on the 
private trade in order to stop the price rise. On the eve of the October 28 
meeting of the National Development Council, Shastri, supported by 
Subramaniam, called a special meeting of the chief ministers to discuss 
the food situation. He took a strong position in recommending a com- 
prehensive price control policy, including summary trial of private trad- 
ers and heavy penahties for hoarding; the cordoning off of Bombay, Cal- 
cutta, and cities with a population of one million or more, as well as the 
entire state of Kerala, for the purpose of introducing statutory rationing; 
and the introduction of informal or partial rationing in urban areas with a 
population of 100,000 or more. The proposals had the effect of placing an 
additional responsibility on the central government for meeting the fuU 
deficit of Kerala and the requirements of all large urban centers. They 
therefore required a major additional procurement effort by the states. 
Shastri’s recommendations ended with the request to the state govern- 
ments to establish machinery for the procurement of foodgrains in 
surplus districts and states, including effective powers to requisition 

Times of India, October 19, 1966. 

Profit margins prescribed for the wholesale trade ranged from 1.5 to 2 percent, and for 
rice retailers from 4 to 7 percent, including transportation costs. 

Times of India, October 28, 1964. 
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stocks at maximum fixed prices when sufficient supplies were not forth- 
coming as voluntary offers of sale to state purchasing agents. 

At the October meeting, the prime minister failed completely to con- 
vince the state chief ministers to carry out an active procurement policy. 
The only agreement taken was to cordon ofTKerala and impose statutory 
rationing in that state. Decisions on all other aspects of the Union gov- 
ernment’s proposals for price control and rationing were deferred to the 
November 7 meeting of the AICC at Guntur, when the chief ministers 
agreed to a further review of the situation. On the eve of the Guntur ses- 
sion, the central government attempted to regain the initiative on food 
policy with promulgation of an ordinance under the Essential Com- 
modities Act to provide for summary trial of traders involved in in- 
fringement of orders by the central and state governments for sale of 
foodgrains at controlled prices. The ordinance was hard-hitting. It pro- 
vided that district collectors might seize the stocks of dealers suspected of 
contravening price control orders; conduct trials allowing no appeals; 
and impose sentences of fines of Rs. 2,000 or one month’s imprisonment. 
State governments were requested to act immediately in empowering at 
least one magistrate at each district headquarters to try offenders. 

The Guntur session met in a crisis atmosphere amid reports of starva- 
tion deaths in Kerala. Rice in the open market was being sold at a hun- 
dred percent above the maximum price fixed by government, and the 
Center was unable to supply sufficient stocks to meet the minimum ra- 
tion requirement for each card holder. Once again, Shastri and Subra- 
maniam appealed for a formal commitment from the state governments 
for a program of compulsory procurement.^^ Once again, the chief 
ministers rejected their appeal. 

Shastri’s remaining option in restoring the primacy of the Center’s 
decision-making role was a showdown confrontation with the states. 
The Union government, armed with emergency powers under the De- 
fence of India Rules, was in a position to issue orders directing the states 
to enforce the central policy on procurement. At a final crisis meeting of 
the Working Committee and the chief ministers of the states held in New 
Delhi on November 19, 1964, however, Shastri pulled back from an 
open conflict. Instead, he surrendered the initiative to the chief ministers 
in allowing food policy to become a matter of negotiation between the 

Times of India, November 7, 1964. 

The impression of a powerless central leadership unable to impose a national food pol- 
icy on the states was underscored in the press. A Times of India editorial on November 1 1 . 
1964, commented: “The failure of Shastri and Subramaniam to push through the AICC 
a Resolution endorsing the Government’s professed food policy in regard to procurement 
and rationing creates the impression that the States are steadily becoming stronger at the 
expense ofthe Centre. It is known that only a handful of Chief Ministets arc opposed to the 
food proposals of Mr. Shastri. In effect, these Chief Ministers are c.xcrcising a power to veto 
while the Centre looks on with apparent helplessness." 
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Center and the states. After two days of bargaining, the surplus states 
agreed to procure a total of two million tons of rice on central account 
during the 1964/65 season, mainly through the imposition of levies on 
the stocks of rice dealers, millers, and producers. The amount was the 
minimum necessary to meet prior central government obligations to 
supply the requirements of deficit states under the policy of government 
monopoly over interstate movement of rice. It was inadequate to sup- 
port any major new commitments under proposals for the introduction 
of rationing in Kerala and the large urban centers. The result was a deci- 
sion to limit statutory rationing to Calcutta and the urban areas of 
Kerala, and to acquire supplementary stocks through commerical im- 
ports. 

For the remainder of the Third Plan, the actual enforcement of even 
such minimal commitments by the states depended less on what the chief 
ministers had undertaken to do in negotiations with the Union food 
minister than on considerations of political feasibility at the local level. 
Virtually aU the state governments went through the motions of estab- 
lishing machinery for enforcement of the antihoarding ordinances prom- 
ulgated under the Essential Commodities Act. But the total number of 
prosecutions launched under the provisions of summary trial in more 
than two years was little more than 6,000. Convictions were obtained in 
about one half those cases, accounting for fewer than two percent of the 
178,500 licensed foodgrains dealers. 

The record of the state governments in meeting their commitments to 
the Center for procurement was only somewhat better. Although virtu- 
ally all states engaged in the purchase of foodgrains after 1965, the deci- 
sion of whether or not to initiate some degree of compulsory levy was 
left to the political determination of the state leadership. In at least six 
states, there was no attempt to establish maximum controlled prices or 
compulsory levies, and all government procurement was carried out in 
the open market at announced purchase prices. In these states (Punjab, 
Uttar Pradesh, Rajasthan, Bihar, Mysore, and Orissa), government pre- 
ferred to absorb the popular discontent created by steadily rising prices 
than to enforce a price control policy resented by larger landowners and 
traders in strategic positions at the local levels of the Congress party or- 
ganizations. In other states, government procurement operations were a 
mixture of open market purchases and compulsory levy. Depending on 
the political influence of private wholesalers and millers, the size of the 
levy imposed varied widely from state to state. Altogether, in 1964/65, 

“Statement Showing Number of Prosecutions Launched and Convictions Obtained 
under the Essential Commodities Act in Respect of Foodgrains, December 1963-September 
1966,” Ministry of Food and Agriculture, Department of Food, 1966, mimeographed. 
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the state governments procured about 1.4 million tons of rice on central 
account, approximately 70 percent of the target.^’ 

The establishment of the Food Corporation of India on January 1 , 
1965,^® did little to overcome the problem of central dependence on the 
states for enforcement of a national food policy. On the contrary, the 
powers of the corporation were exercised in such a way as to make it an 
instrument of state policy, rather than an independent arm of the Union 
government. 

The FCI and its state branches were expected to take over a progres- 
sively larger share of the responsibilities for financing, procuring, and ar- 
ranging shipments of grain on central account from surplus states to def- 
icit areas. Nevertheless, the states were left free to designate their own 
procurement agents: they could choose to authorize the corporation to 
carry out foodgrains purchases or continue to operate through their own 
licensed dealers, millers, or cooperatives. In the latter case, the stocks 
purchased by private agents were turned over to the corporation, which 
then took responsibility for storage and transportation. The FCI was, in 
addition, empowered to acquire its own stocks through open market 
purchases (at government-fixed maximum prices) either directly or 
through contracts with intermediaries. Arrangements for moving all 
stock acquired on behalf of the states and central governments to deficit 
districts within surplus states, or to deficit states, were made by the cor- 
poration on the basis of its monopoly control over long-distance ship- 
ment of grain. 

A major limitation on the FCI as an agent of central government pol- 
icy was imposed at the outset by its purely advisory role in discussions to 
determine the proportion of the marketed surplus that should be pro- 
cured in each state. The decision on such questions remained a matter of 
negotiation between the Union food minister and the state chief minis- 
ters. Only after these political decisions were made, and each state indi- 
cated how much it was prepared to procure from its own marketed 
surplus, did the FCI begin to assume an operational role. Even at that 
point, the FCI could engage in actual procurement operations only at the 
invitation of the state government. In those cases when the corporation 
was invited to undertake procurement on behalf of the state, it was gen- 
erally obstructed in efforts to develop its own local purchasing organiza- 
tion by pressures to contract for deliveries through intermediaries, either 

Report of the Agricultural Prices Commission on Price Polic^'for Kharif Cereals for 1965-66 
Season, p. 17. 

The bill providing for the creation of the FCI was passed by the Lok Sabha on No- 
vember 26, 1964. The corporation, which is wholly owned by the central government, in- 
cludes representatives from the Ministries of Agriculture and Finance, the Central Ware- 
housing Board, and six other nonofficial members. 
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the private trade or cooperatives. Under these conditions, private traders 
and millers who acted as middlemen between the producer and the cor- 
poration actually retained a strategic position of control over food stocks. 
In periods of acute shortage, traders were able to pay higher than 
maximum fixed rates, and have stocks held on their behalf in the villages, 
while limiting their deliveries to the corporation, and citing lower-than- 
average market arrivals. Then, as postharvest stocks dechned, and open 
market prices rose, the larger producers, traders, and millers, having ac- 
quitted their formal obligations to the government, could exploit their 
ability to hold back stocks by arranging sales at premium prices in the 
black market or to retail dealers. 

The failures of the government in food pohcy resulted in increasingly 
virulent pohtical attacks. In September 1964, the opposition was able to 
mobilize sufficient numbers to force a debate of no-confidence in the Lok 
Sabha against the Shastri government. Simultaneously, Congress minis- 
tries in the states were bombarded with a spate of no-confidence motions 
that charged them with “abject failure to tackle the food situation” and 
accused them of “shielding” the dealers in their failure to impose price 
controls.^® Even dissident factions inside the Congress party did not hesi- 
tate to bring the same charges of incompetence and corruption against 
their own leadership. In Kerala, this tactic resulted in defections from the 
ruling Congress party, and the collapse of the ministry, paving the way 
for new elections and the resurgence of the Communist opposition. 

The most chilling aspect of the political scene, however, was the first 
sign that economic discontent might be used to spur mass violence in the 
countryside. In December 1964, the newly formed CPI (Marxists), a rad- 
ical left faction of the CPI that had broken with the parent body the pre- 
vious July, met in congress at Calcutta to draft an action program. Ac- 
cording to the government, booklets secretly circulated among the 
rank-and-file members indicated that the Marxists had determined on 
organizing a revolutionary party in the rural areas, based on “class strug- 

Even in good crop years, the FCI was bound to operate at a disadvantage as long as it 
could not establish its own procurement organization at the local level. The corporation’s 
ability to attract stocks, and the period in which it concentrated active purchase operations, 
was limited to the first few months after harvest, when farmers were eager to make volun- 
tary offers in return for slightly higher than open market prices. But there was no way to 
guarantee that private traders actually paid the statutory support price to cultivators, espe- 
cially to subsistence farmers with small supplies to sell and immediate cash needs to satisfy, 
who sold their grain in their own villages or neighboring hamlets. Dishonest traders could 
increase their profits — and their control over the marketed surplus — by paying less than the 
minimum support price to subsistence cultivators, while holding back the extra stock they 
accumulated at the lower rates. The major beneficiaries of high support prices — apart from 
the traders — were the large farmers, who could deliver their grain to corporation depots in 
the towns and collect the statutory wholesale price. 

3“ Times of India , July 28, 1964. 
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gle and communism,” and were proceeding to create small primary cells 
among the landless peasantry, and to coordinate them on a regional 
basis. This threat was considered sufficiently serious — especially in face 
of the upcoming elections in Kerala — that the Shastri government au- 
thorized large-scale arrests of active organizers of the CPI (Marxists) 
under the Defence of India Rules. In an extraordinary radio address to the 
nation. Home Minister Nanda explained the action by asserting that “the 
leaders of the party have been preparing the rank and file for armed revo- 
lution and guerrilla warfare. They have been exhorting their followers to 
organize a massive agitation designed to create an atmosphere of disorder 
in which the party can resort to violent methods. 

At the annual session of the Congress party at Durgapur in early Janu- 
ary 1965, the tension created by feelings of political frustration and fears 
of popular disorder found expression in “the most ruthless criticism of 
the Government [by the rank and file] ever to be witnessed at a Congress 
session. The effort of the Working Committee to defuse the debate by 
confining the content of the official resolution on the economic situation 
to a factual summary of current difficulties and assurances by the gov- 
ernment of action to meet them failed when a barrage of protests was 
unleashed from all sides during the discussion of the Subjects Commit- 
tee. The small group of radicals, now loosely organized in the Congress 
Forum for Socialist Action, and claiming to be the real guardians of 
Nehru’s legacy, took the lead in pressing for formal reaffirmation of the 
goals of democracy and socialism adopted at Bhubaneswar, and the pol- 
icy measures essential to their implementation. Their domination of the 
debate ultimately persuaded the Working Committee of the necessity to 
redraft the resolution as a restatement of faith in the “basic concepts and 
programmes” of economic policy laid down at Bhubaneswar. The vic- 
tory was, however, only partial. Although the revised resolution reiter- 
ated the goal of “progress towards a socialist society . . . measured in 
terms of the success achieved in creating adequate employment opportu- 

Excerpts from a booklet written in Bengali, identified as circulated by the Marxists, 
and calling for the creation of a revolutionary party organized for class struggle, were pub- 
lished in Times of India, January 5, 1965. 

The text of Nanda’s radio address is published in Times of India , January 2, 1965. The 
situation was made to appear even more grave by Nanda’s attempt to link the formation of 
the CPI (Marxists) with aggressive designs by China on Indian border areas, and the inten- 
tion to synchronize a fresh attack with a Marxist-led internal revolution. According to 
Nanda, “There was reason to believe that the left Communist party was formed under Pe- 
king’s inspiration and was to serve as Peking’s instrument in creating conditions of insta- 
bility in the country and to facilitate the promotion of Chinese designs against India in fur- 
therance of her grand strategy of establishing hegemony over Asia and her declared aim of 
world revolution. . . . The object of the party now is to promote internal revolution to 
synchronize with a fresh Chinese attack, destroying the democratic Government of India 
through a kind of pincer movement.” 

Times of India , ]anuaTy 11, 1965. 
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nities and in ensuring for every family a minimum standard in respect of 
the essential needs of life,” the action programs suggested avoided the 
issue of institutional change by emphasizing projects aimed at “quicken- 
ing the pace of production, both in industry and agriculture.” The reso- 
lution, reverting to generalities, called for measures to “minimize dis- 
parities and prevent the concentration of economic power and monopoly 
in all its forms,” without direct reference to the specific proposals at 
Bhubaneswar for limitations on private income and property, and social 
control of banks. Similarly, while it noted the “crucial importance” of 
evolving a national plan for the distribution of foodgrains, it made no 
expHcit endorsement of the introduction of price controls and state trad- 
ing, or government control over agricultural processing industries.^*’ On 
the whole, the Durgapur resolution gave visible manifestation to the 
quickening internal contradiction in the development of the Congress 
party: the conflict between the foundation of its legitimacy in the pledges 
of economic and social reform endorsed by the national leadership and 
the practical constraints on their implementation created by the domi- 
nant role of the landed and business classes at all levels of the organiza- 
tion. The dilemma was perhaps best symbohzed by the resolution’s call, 
on the one hand, for a “bold Fourth plan and at the same time [speedy 
advance] towards the goal of sociahsm”; and on the other, for a “period 
of consolidation” over the next two years. 

Even this ambivalent endorsement of planning was immediately chal- 
lenged at the highest level of the party leadership. Within less than 
forty-eight hours of the pubhcation of the new draft resolution, 
Kamaraj, making his presidential address to the plenary' session, unex- 
pectedly dehvered a major statement on economic pohc\' that questioned 
the feasibihty of the entire Fourth Plan. Beginning with a tribute to 
Nehru as the “last giant among the national leaders . . . with the vision 
and the authority to draw up the framework of pohc)" in national and 
international aflairs and to impart to events a sense of direction” — a not- 
too-subtle reminder to Shastri that he was not of the same stature and 
could not presume similar authority — Kamaraj justified his intervention 
by evoking a new principle of coUeaive leadership that clearly assigned a 
coequal role to the party organization on decisions involving national 
polic^^ He asserted, “it became clear to aU of us that no single leader of 
the eminence of Gandhiji or Jawaharlalji was available for shaping the af- 
fairs of the country and a coUeaive leadership of workers who had im- 
bibed the ideals of these leaders and who had worked under their guid- 
ance had to bear the responsibility of guiding the nation.”^^ 

The te.xt of the Durgapur Resolution on the economic situation is published in Times of 
/udifl. January 8, 1965. 

The text of the Congress president’s speech is printed in Times of India , jmuzry 10. 
1965. 
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Having thus paved the way, the Congress president went on to assert 
that “the present food situation in the country leads us all to ponder over 
the Fourth Plan proposals of the Planning Commission.” In particular, 
he found that projected outlays (of Rs. 21,500 crores to Rs. 22,500 
crores) were of such magnitude that they would release even greater in- 
flationary pressures and impose more severe hardships on the poor, and 
on this account, were unwise. He questioned, in addition, the feasibility 
of financing such a large Plan, given the limited opportunity for taxation 
“in new fields.” He appeared to hint at an alternative approach in his ob- 
servation that “there is plenty of room for the private sector to grow.” 
Most of all, he underlined the political authority implicit in his criticism, 
by expressing the “earnest hope that the Governments at the Centre and 
the States will give their most careful consideration to the anxieties 
which I have expressed.” Shastri responded immediately. He announced 
a decision to call a full meeting of the Planning Commission to review 
the Cabinet’s decision on the size of the Fourth Plan, in view of the Con- 
gress president’s advice. 

At the January 19 meeting of the Commission, over which Shastri 
presided, the planners, buoyed by the support of the finance minister and 
the mood of the rank and file at the Durgapur session, refused to give 
ground. While noting the Congress president’s concern over the infla- 
tionary potentialities of a big plan, they argued that the appropriate solu- 
tion rested on greater financial discipline, especially price control meas- 
ures and food rationing in the cities. Subramaniam, who was present, 
and by this time convinced that adequate enforcement machinery for 
control of the private trade could not be created in the absence of state 
support, did not press the argument. At the end of the meeting, the 
Planning Commission announced it did not favor a cut in the size of the 
Fourth Plan.^® 

The Commission’s ability to resist further encroachments on its 
policy-making role was rapidly crumbling. The business community 
was now able to circumvent the planners by exploiting alternative access 
routes to the prime minister at the highest levels of the Congress party 
and in his secretariat. They found powerful advocates to advance the ar- 
guments that India could protect herself from the Chinese military threat 
and also find sufficient resources for development only through an ex- 
panded role for domestic private enterprise in collaboration with foreign 
private investment. By January 1965, in fact, a whole series of negotia- 
tions to attract foreign capital were in progress. Starting in late 1964, the 
petroleum ministry entered into negotiations with the American-owned 
Bechtels International for a joint government-Bechtels project to set up 

Times of India , January 19, 1965. 

For a discussion of the political inspiration behind this argument see K. N. Ry, Indian 
Economic Growth, Lecture 2: “Industrial Growth and Foreign Aid,” 1964, mimeographed. 
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five large fertilizer factories in India. Although Bechtels finally conceded 
the government’s demand for a majority share in the capital structure (of 
51 percent), they insisted on complete technical and managerial control 
during construction, and control over prices, marketing, and distribu- 
tion for an indefinite period thereafter. T. T. Krishnamachari, who found 
the terms prejudicial to India’s economic independence, ultimately suc- 
ceeded in vetoing the agreement. Yet, teams of industriahsts continued 
to be invited to visit India to study the possibihties for investment. The 
most dramatic sign of the change in political orientation came when 
FICCI arranged to host the annual meeting of the International Cham- 
bers of Commerce in New Delhi — ^which brought more than 1 ,000 rep- 
resentatives of international business corporations to India — and the in- 
augural session was attended by the prime minister. 

Indeed, Shastri was increasingly influenced by his official advisers to 
accept the business community’s arguments in favor of a period of “con- 
solidation” in the public sector. Significantly, at the same meeting in 
which the planners affirmed their commitment to a big plan, Shastri took 
two further initiatives to dilute the commission’s authoritative position. 
He finally announced the appointment of a National Planning Council, 
headed by the deputy chairman, and composed of seventeen “expert” 
nonofficial members, including industriahsts, trade unionists, and work- 
ers connected with the rural sector, to “work in close and continuous as- 
sociation with the Planning Commission.” The innovation, represented 
as a measure to promote support for planning by involving outside ex- 
perts in the Commission’s work, was bitterly resented by the members. 
Shastri’s attempt to conciliate them through inclusion as full participants 
in the new body met with little success. Although the expert members of 
the NPC were supposed to be assigned according to their competence 
and interest to work with individual members of the Commission, and 
to meet together with them two or three times a week, the new arrange- 
ment never worked as intended, partly because of the hostility of the 
planners.^® 

Shastri’s second unprecedented initiative was his announcement ap- 
pointing a Business Advisory Council to act as a panel of consultants to 
the Planning Commission in the formulation of the industrial program 
of the Fourth Plan. At the end of January, the council, including the pres- 
ident of FICCI and eleven other representatives of Indian and foreign 
business, were accorded a full-dress meeting with the Planning Commis- 

See A. H. Hanson, “Power Shifts and Regional Balances,” in Paul Streeten and 
Michael Lipton, eds.. The Crisis of Indian Planning. Although the National Planning Coun- 
cil did not play an important policy-making role in the formulation of the Fourth Plan, it 
did provide an additional forum for the expression of group interests, and imposed the fur- 
ther burden on the planners of considering the recommendations of the twelve study 
groups created by the NPC on various aspects of development policy. 
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sion, the ministers of petroleum and chemicals, commerce, industry, and 
heavy engineering, and the heads of major government financial institu- 
tions. The meeting produced assurances by Asoka Mehta that the process 
of consultation would be continued until the Plan was completed, and 
the scope for development in the private sector “will continue to be very 
large and in fact much larger in the Fourth Plan than in earlier plans. 
The growing estrangement between the deputy chairman and the mem- 
bers of the Planning Commission was highlighted by the failure of the 
planners to extend a second invitation for a meeting to its Business Advi- 
sory Group. 

Nevertheless, the pressures on the planners mounted. The Commis- 
sion, preoccupied with staving off its domestic critics in an effort to pre- 
vent a major departure from the aims, strategy, and methods of devel- 
opment of previous plans, was unprepared to fight on the second front 
that soon opened. In the early months of 1965, a special World Bank 
Mission, conducting a six-month study of economic policy under the 
Third Plan, tacitly joined forces with the opponents of the Commission 
in an assault on their competence that finally ended in the complete col- 
lapse of their authority to establish the basic principles of plan policy. 

World Bank experts had been arguing at least since 1958 that India’s 
public-sector programs were too ambitious, and a larger role should be 
assigned to Indian private enterprise and foreign private capital in indus- 
trial development. They also endorsed the United States’ point of view 
that agriculture should receive priority in the allocation of investment re- 
sources, and that incentives to farmers for the adoption of modern in- 
puts, especially fertilizers, in the irrigated areas of the country, repre- 
sented the optimal production strategy. Although the Third Plan had 
made some accommodations to these criticisms, the concessions, as au- 
thorized by Nehru, were granted on the understanding that there would 
be no departure from the social goals of planning. When the Bank’s ex- 
perts arrived for their appraisal of the Indian economy in late 1964, how- 
ever, Nehru was dead; the competence of the Planning Commission was 
under widespread attack; and the economy was caught in an accelerating 
food crisis that threatened to spill over into political violence. The pros- 
pect of restoring economic progress under the Fourth Plan, moreover, 
rested heavily on the ability to continue to attract high levels of foreign 
aid. In fact, the failure to achieve the projected targets for the manufac- 
ture of capital goods and components in India during the Third Plan 
meant that foreign aid requirements were higher than ever. Compared to 
little over SI billion per annum received during the Third Plan, India’s 
needs were estimated at $1.6 billion per year,'’® or almost one-fourth the 
Times of //irfi'a, January 30, 1965. 


Times of India, April 17, 1965. 
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total outlay in the public sector projected by the Memorandum on the 
Fourth Plan . 

The Economic Mission’s criticism of Indian planning/^ expressed in 
the technical language of detached experts concerned with maximizing 
efficiency in the use of scarce resources, nevertheless involved an attack 
on the Planning Commission for allowing poHtical objectives of institu- 
tional change to determine the development approach. It questioned the 
practicability of village-based agricultural programs and the efficiency of 
extending cooperation to all economic activities, particularly to cultiva- 
tion of land. Above all, the Bank’s experts did not beheve that coopera- 
tion ought to be pursued for its own sake. Rather, if some other method 
were more efficient in raising agricultural productivity, then that method 
should be adopted. The Economic Mission laid special stress on the need 
for pragmatism in the formulation of development policy. If the objec- 
tive was to achieve accelerated agricultural growth, and if non-co- 
operative institutions could contribute to this end more effectively, in 
credit, in marketing, provision of inputs and farming, these institutions 
ought to be used. In particular, from this point of view, it would be 
much more efficient to focus on the individual farmer rather than the vil- 
lage as the decision-making focus of agricultural pohcy. Indeed, the Mis- 
sion’s experts argued that within the existing constraints of technical 
knowledge, land tenure and farm size, it was possible to achieve substan- 
tial increases in agricultural production by providing price and cost in- 
centives to individual farmers for higher private investment on modem 
inputs. The major components of the new approach urged on the Indian 
government were a reorientation of overall investment priorities toward 
agriculture; incentive prices at levels high enough to guarantee profitabil- 
ity to individual farmers using the most advanced techniques; and the 
concentration of modem inputs, especially pure seeds, pesticides, power, 
implements, and above all, fertilizers, in areas with assured water from 
irrigation. 

The implication of the new pohdes for the social goals of Indian plan- 
ning were clearly spelled out. The Bank’s experts had httle illusion that 
their recommendations for achiewng rapid agricultural growth were 
reconcilable, at least in the short term, with the aim of reducing dis- 
parities. Apart from the obvious consequences of aggravating in- 
equalities between irrigated and rain-fed areas, there was also the recog- 
nition that initial adoption trials with fertilizer were made for the most 

The mission’s critical evaluation of India’s economic policy was presented in the Re- 
port to the President of the International Bank for Reconstruction and Development and 
the International Development Association on India’s Economic Development Effort, Vols. II, 
III, IV, Agricultural Policy ^nd Appendices. 1964165 Economic Mission Headed by Bernard R. 
Bell, October 1, 1965. Following is a summary of the major points made by the Economic 
Mission in the Bell Report. 
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part by owner-cultivators with larger size holdings of 8 to 25 acres. Only 
such farmers, by virtue of their superior economic standing, education, 
and social status at the top of the village hierarchy could afford to take the 
economic and social risks of innovation. 

In the case of the improved practices recommended by the World Bank 
Mission, the economic assets of the individual farmer became a primary 
consideration for an additional reason. Major irrigation schemes, con- 
structed to provide drought protection over maximum areas, generally 
could not supply the higher water levels per acre necessary for the most 
efficient use of modern inputs, especially chemical fertilizer. On the 
whole, the new technology required supplementary water from a 
tubewell. Accordingly, the Mission leaned toward the view that in many 
areas the best result would come from encouraging private investment in 
tubewells, where the nature of the water resources permitted this. 

Finally, the Mission acknowledged that the new agricultural policy 
was competitive with a program of industrial expansion in the public sec- 
tor, requiring not only a much larger share of domestic investment, but 
foreign exchange for the import of modern inputs, especially chemical 
fertilizer. It therefore combined its recommendations on agriculture with 
renewed emphasis on the necessity of greater efforts by government to 
attract higher levels of domestic and foreign private investment in indus- 
try. The package of policies recommended included proposals for relaxa- 
tion of controls on industrial licensing; and an import liberalization 
program to stimulate investment in priority industries. As part of the 
strategy for strengthening price incentives in the promotion of export- 
oriented industries, moreover, the mission made its first recommenda- 
tion for the devaluation of the rupee. Attributing India’s chronic trade 
imbalance to an overvalued exchange rate that reduced the competitive- 
ness of exports in foreign markets, the Mission argued that devaluation, 
supported by relaxation of industrial licensing controls and import 
liberalization, would work to stimulate investment in the more profita- 
ble export sector by freeing the market mechanism to operate efficiently 
in allocating scarce resources. The step also had the ancillary advantage 
of creating more attractive terms of exchange as incentives to foreign 
private investment. 

The package of economic reforms recommended by the World Bank, 
taken together, represented a fundamental departure from basic princi- 
ples of planning laid down by Nehru and followed by the Planning 
Commission. It was, however, presented to the Indian government as 
the condition of substantial inflows of aid, along with informal assur- 
ances of a significant increase in foreign assistance to levels reaching SI .5 
billion annually during the period of the Fourth Plan. 

Expert opinion in the finance ministry and the prime minister’s sec- 
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retariat was generally favorable. The policy changes recommended by 
the Bank were in broad agreement with their own assessment that a 
reorientation of economic planning toward greater reliance on incentives 
to the private sector was the only realistic course in the situation of 
highly constrained resources. They also viewed the prospect of devalua- 
tion as virtually inevitable. Indeed, they pointed out that the growing re- 
liance, since 1962, on export promotion policies involving a wide variety 
of subsidization schemes and rising import duties to counteract the nega- 
tive effect on exports of an overvalued exchange rate had already added 
up to a partial de facto devaluation of the parity rate of the rupee. Within 
the government, Asoka Mehta and Subramaniam took a similar view; 
both advocated a quick positive response to the Bank’s proposals in order 
to maximize the proffered inducements of rising levels of foreign aid. 

At the highest levels of the government and the Congress party, even 
when opinion was favorable on other items of economic reform, there 
was, however, resistance to the idea of devaluation. Some objections 
grew out of immediate and relatively narrow concerns over the impact of 
such a step on the Congress party’s chances at the forthcoming election. 
Others reflected more general political resentment at foreign pressure on 
a matter considered integral to the independence of the nation. There was 
finally, an emotional resistance to the step, as a confession of failure of 
the previous ten years of economic policy. Probably no one felt this last 
sentiment more keenly than T. T. Krishnamachari, who as finance minis- 
ter in the late 1950s had helped Nehru lay the foundations of a modem 
industrial structure meant to take India to the goal of self-reliance. In a 
major radio address on July 18, 1965 he flatly stated his determination 
to resist devaluation of the rupee. Asserting that devaluation was “no an- 
swer to our problem,” he argued that, on the contrary, it would increase 
India’s long-term foreign exchange difficulties by slowing down import 
substitution programs in the industrial sector through imposition of a 
“sharp, sudden and indiscriminate increase in the prices of even those 
imports which could not be conceivably produced at home in the im- 
mediate future.” Conversely, the price of India’s exports would be low- 
ered, including the bulk of traditional items such as jute and tea that faced 
an inelastic world demand. The alternative, which the finance minister 
later advanced in the form of a supplementary budget, was to apply even 
more stringent controls on imports in an across-the-board tariff increase. 

Krishnamachari was, however, alone in suggesting that if necessary 
India should be prepared to do entirely without World Bank or Consor- 
tium aid, and seek bilateral aid arrangements with friendly countries, 
even at the cost of declining net inflows. The policy implications of fol- 
lowing this approach were outUned by him at some length in a note on 

The text of Krishnamachari’s speech is published in Times of India , July 18, 1965. 
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the current economic situation submitted to the AICC meeting in Banga- 
lore on July 24.'*^ Stressing the need for “every possible endeavor ... to 
channel future investments so as to increase import substitution and im- 
prove the export capability of the country,” the finance minister outlined 
a program for reducing dependence on foreign aid that emphasized the 
necessity of establishing a public distribution system based on price con- 
trols, monopoly procurement offoodgrains, and strict rationing of avail- 
able supplies.'*'* Assaying the most efficient mechanism for ensuring gov- 
ernment control over agricultural surpluses, Krishnamachari reverted to 
the original approach of the Planning Commission in advocating reor- 
ganization of the rural sector into cooperatives, in order to link credit to 
marketing through repayment in kind, with the “objective of substantial 
procurement by Government.” The finance minister, who received a 
sympathetic hearing from both the prime minister and the Congress 
president in his arguments against devaluation, found no response to his 
proposals for institutional change at the core of the programs recom- 
mended to reduce India’s dependence on foreign aid. The AICC session 
ended without passing any resolution on economic policy. 

Longstanding pressures by the major aid-giving powers, applied 
against a new and insecure government uncertain of its prospects at the 
next poll, and anxious to deliver on the economic front, were, in fact, 
having their effect. The national leadership, already alarmed at the first 
signs of popular discontent erupting into violence, found further reason 
for worry in the emergence of the Marxists as the largest single party in 
the mid-term election in Kerala in March 1965.'*® By April, moreover, 
Shastri was challenged within his own party by threats of defection from 

Times of India , July 24 , 1965. 

'*■’ At almost the same time, the Food and Agriculture Ministry’s own Agricultural Prices 
Commission used the occasion of its first report to argue that government control over the 
foodgrains market was necessary to an effective price stabilization program. The commis- 
sion presented statistics to show that government (central and state) requirements of rice, 
simply to meet rising demands on the fair price shops serving the cities would reach 14 
percent of the marketed surplus in 1966, and climb to 22 percent by 1971. When meeting 
the entire requirements of deficit states was taken into account under the new policy of 
government monopoly over movement office across state boundaries, the ratio ofrequired 
purchases to marketable surplus was much higher, amounting to 4 million tons and almost 
30 percent of the surplus in 1966. Assuming a persisting overall shortage in food supplies, 
the commission argued that “voluntary methods may not enable the Government to pur- 
chase the quantities it required except at a very high price. ... If the States make purchases 
at the market price and make most ofits sales at lower prices, it will have to incur an enor- 
mous expenditure to subsidize its operations.” It therefore saw “no escape in the immediate 
future, from the use of the levy system — or compulsory purchases at fixed prices which 
may be lower than the market prices.” Report of the Agricultural Prices Commission on Price 
Policy for Kharif Cereals for 1965-66 Season, pp. 24-25. 

For a detailed review of the comparative strength of the Congress party, the CPI, and 
the CPI (Marxists) in the state elections of 1965, see Bashiruddin Ahmed, “Communist and 
Congress Prospects in Kerala,” in Centre for the Study of Developing Societies, Party Sys- 
tem and Election Studies. 
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dissident Congressmen who met to discuss the formation of a new party, 
possibly in alliance with Swatantra, to enhst support for private enter- 
prise at home and full ahgnment with the “Western democratic parties” 
in foreign affairs.**® Despite his reluctance to endorse a formal departure 
from Nehru’s approach, Shastri was nevertheless confronted with the 
confluence of two mutually reinforcing pressures, which when com- 
bined made the continuation of past poHcies virtually impossible: the 
growing strength of the chief ministers of the states relative to the Center 
in their effective opposition to social reform; and the sharp criticism of 
the World Bank that development pohcies requiring institutional change 
were unrealistic instruments of growth, and should be corrected in order 
to demonstrate India’s claim to continued consideration by the large aid- 
givers. 

In the event, Shastri did not take personal responsibflity for the break 
with past economic poHcy. By the spring of 1965, he was almost whoUy 
preoccupied with foreign affairs involving first the confrontation with 
Pakistan over incursion of Pakistani troops into the Rann of Kutch, and 
the full-scale war that erupted in September over the disputed status of 
Kashmir. The shift in economic policy was managed mainly by the 
ministries, as Shastri reHed even more heavily on the view of the execu- 
tive departments in the preparation of action programs to achieve pro- 
duction goals. 

The initiative on agricultural policy passed to Subramaniam. The ag- 
riculture minister was impressed by the arguments of World Bank and 
American experts that the food problem could be solved through appli- 
cation of modem technology, supported by large investments on mod- 
ern inputs and price incentives to farmers to adopt them. As early as 
January 1, 1965, at the first meeting of the NDC’s Committee on 
Agriculture and Irrigation, Subramaniam outhned a comprehensive pro- 
gram of raising production that included proposals for “administrative 
reorganization from top to bottom” to ensure a “common approach . . . 
[and] common objective of achieving results” among the various minis- 
tries involved with agriculture, especially at the central level — the first 
bid to dismantle the separate identity of the Community Development 
Ministry. Other items recommended strengthening agricultural research 
and training in modem techniques with the help of American techmcal 
assistance; a sharp increase in the domestic production and import of 
physical inputs; and price incentives to farmers. On this last point, Sub- 
ramaniam stressed the need to get away from “mere slogan shout- 
ing and make pragmatic approach to the problem [of credit and distribu- 
tion],” appearing to echo World Bank opinion in posing the rhetorical 


Times of India, April 30, 1965. 
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question: “Where cooperation is not in a position to deliver the goods, 
shall we wait indefinitely for the cooperatives to become effective in- 
struments?”"*^ 

The same message was delivered to the Lok Sabha in April 1965 with 
publication of a 71-page pamphlet by the Department of Agriculture to 
provide extended argumentation for the minister’s view that “scientific 
knowledge is available and technological conditions also exist to achieve 
this goal [of a 5.6 percent rate of gowth per annum in output], provided 
the requisite supplies are arranged, the administrative organizations are 
streamlined and adequate financial provisions are made.”"*® By this time, 
Subramaniam had taken the first step toward formal reorientation of the 
agricultural strategy from a community-oriented labor-intensive ap- 
proach to an entrepreneurial pattern emphasizing high levels of private 
investment in modern inputs. He announced a change in the central gov- 
ernment policy on subsidies to the states from one allowing only for ex- 
penditures on general agricultural infrastructure, to a program of direct 
payments to individual farmers for costs of investment in tubewells and 
other improved implements and inputs. According to the Agriculture 
Department, detailed examination of the possibilities for using subsidies 
as incentives to farmers for private investment showed that “subsidies 
have an important role in spearheading development efforts in new di- 
rections and accelerating the use of new inputs as also encouraging larger 
use of inputs which lead to increased production. Subsidies are an impor- 
tant means of encouraging new investment by lowering net cost of addi- 
tional inputs, reducing the risk of investment and promoting capital 
formation.”"*^ 

Then, in August 1965, as the Planning Commission entered the final 
stages of preparing its comprehensive approach document on the Fourth 
Plan for presentation to the September 1965 meeting of the National De- 
velopment Council, the Ministry of Food and Agriculture published its 
own detailed outline of a strategy and program for agricultural produc- 
tion, which it described as “the new approach of the Government of In- 
dia.”^® The strategy was advanced under three heads: (1) new policies, 
(2) incentives to farmers, and (3) special intensive production in selected 
areas. The new policies were mainly an amalgam of the dominant strains 
in foreign expert advice represented by the World Bank, USAID, and the 
Ford Foundation then enjoying maximum influence on the thinking of 
the agriculture minister. They repeated the recommendations for combi- 

Subramaniam’s speech is reprinted as Appendix I of Ministry of Food and Agricul- 
ture, Agricultural Development: Problems and Perspective . 

^^Ibid.,p.2. Ibid., p. 53. 

Ministry of Food and Agriculture, Agricultural Production in the Fourth Five Year Plan: 
Strategy and Programme (cited hereafter as Strategy and Programme), p. 1. 
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nation and concentration of modern inputs, based on the application of 
“scientific techniques and knowledge of production at aU stages, particu- 
larly in the fields”; and the selection of “a few areas with assured rainfall 
and irrigation for concentrated application of [a] package of practices.” 
The second element, incentives to farmers, emphasized the necessity of 
making a long-term commitment to the favorable price structure repre- 
sented by the ad hoc decisions taken in 1964/65 to “fix prices of agricul- 
tural commodities on remunerative basis” and to set up the Food Corpo- 
ration to “ensure the availability of this price to the farmers” through 
arrangements for procurement. 

The third prong of the approach for special intensive production in 
selected areas, however, appeared in a dramatic new form. Anxious to 
clinch the argument in favor of a major reorientation of investment 
priorities toward agriculture, and eager to ofier more hard evidence in 
favor of his case that application of scientific techniques could in fact 
solve the food problem, the agriculture minister was receptive to the first 
reports of a new technology that could guarantee remarkable results. 
Starting in the early 1960s, the Rockefeller Foundation, in collaboration 
with the food and agriculture ministry’s Indian Council of Agricultural 
Research, had succeeded in developing new hybrid varieties of maize 
suitable to Indian field conditions that were able to double the maximum 
yield of local varieties. By 1964, there were also reports of a break- 
through in wheat pioneered by the Rockefeller Foundation in Mexico. 
Hybrids of Mexican wheat and dwarf strains from Japan produced new 
shorter varieties capable of absorbing much higher doses of chemical fer- 
tilizer without lodging (falling over), to give yield levels of 5,000 pounds 
per acre, more than twice the potential output of local Indian varieties. 
Similar advances were reported for rice in the Philippines, where “mira- 
cle” seeds produced as a result of hybridization between indigenous tall 
varieties and dwarf strains from Taiwan were highly fertihzer-responsive 
and gave yields of 5,000 to 6,000 pounds per acre — approximately three 
times the maximum of local varieties. The difficulty was that, with the 
exception of maize, a minor foodgrains crop, data on the performance of 
the high-yielding varieties under Indian field conditions were still insuffi- 
cient to establish their value. Intent on winning the pohcy debate with 
the finance ministry and the Planning Commission, and buoyed by the 
enthusiastic reports of foreign experts, Subramaniam took a decision, in- 
volving in part “an act of faith”^^ to base the planning for the special in- 
tensive programs around the high-yielding varieties. According to the 
calculations of the Department of Agriculture (built on production co- 

In 1966, Subramaniam’s personal secretary characterized the planning for the new 
agricultural strategy as very crude. He described the high-yielding varieties programs as 
involving, to some extent, “an act of faith” on the part of the ministry. Interview, New 
Delhi, June 12, 1966. 
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efficients worked out in cooperation with American experts), the new 
seeds in combination with optimal dosages of chemical fertilizers were 
capable of yielding additional output of one ton per acre of paddy and 
wheat; one-half ton per acre of jowar and maize; and one-quarter ton per 
acre of bajra. On the basis of these technical yardsticks, the ministry pro- 
posed a special intensive program for the cultivation of the high-yielding 
varieties on 12 percent of the area under food crops, to provide as much 
as five-sixths of the total increase necessary to meet consumption targets 
in 1970/71. In absolute terms, intensive cultivation based on the new 
seeds was expected to add 25 million tons of foodgrains to production, 
out of the 30 million needed during the Fourth Plan.®^ Total output 
would be boosted from the base level of 90 million tons in 1965 to 125 
million tons in 1971 . The projected increase approached 38 percent over a 
five-year period, or over 7 percent per annum. By contrast, between 
1949/50 and 1964/65, the annual increase in foodgrains production aver- 
aged approximately 3 percent. 

The advantage in bargaining power to the agriculture ministry of 
adopting the high-yielding varieties program as the core of the new ag- 
ricultural strategy was considerable. It allowed Subramaniam to offer 
scientific evidence that his ministry had found “a formula [and] a pro- 
gramme which would take us toward self-sufficiency”®^ within a time- 
bound period, provided only that the planners made concessions in the 
salience of social goals of development. Speaking to the Lok Sabha on 
December 7, 1965, Subramaniam argued that the major “concrete les- 
son” of past failures was the policy under the Community Development 
program of insisting on all-India coverage in the distribution of inputs, 
which diluted scarce resources below the critical level needed to achieve 
significant increases in output. The continuation of this pattern would be 
all the more damaging in the case of the new seed varieties, where pros- 
pects of achieving optimal levels depended on the availability of assured 
water supply and the application of a “package” of modern inputs, espe- 
cially very high doses of chemical fertilizers and pesticides. Therefore, 
the agriculture minister asserted, “if we concentrate our efforts in a given 
area where we have assured water supply and we have the necessary ex- 
tension services also concentrated in that area, then it should be possible 
for us to achieve much better results than by merely dispersing our effort 
in a thin way throughout the country. ”®‘' 

On the basis of the technical yardsticks used by the Ministry of Food and Agriculture, 
it was proposed to cover 12.5 million acres under paddy; 8 million acres under wheat; 4 
million acres under maize; 4 million acres under jowar; and 4 million acres under bajra, to 
get an additional yield of 25. 5 million tons of foodgrains of all the varieties in this area (of 
32.5 million acres) alone. See Strategy and Programme, pp. 5-6. 

India, Lok Sabha Secretariat, Lok Sabha Debates, Third Series, Vol. XLIX, No. 24 (De- 
cember 7, 1965), 6075. 

5“ Ibid. 
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Equally important to the success of the new approach, the cultivator 
had to be provided with incentives to adopt the new practices. Once 
again, the agriculture minister insisted this required a reversal of past ap- 
proaches to price policy, from a preoccupation with providing low-cost 
foodgrains for the urban poor, to a firm commitment to “remunerative 
and incentive prices to make this production process reasonably safe for 
farmers, In practice, this meant long-term guarantees of profitable 
minimum support prices for foodgrains, as well as higher incentive 
prices for government purchases of surplus produce. 

Above and beyond the advantage of providing empirical support for a 
basic shift in plan priorities from multiple social goals of development 
toward an exclusive emphasis on grov.'th, the availability of more sophis- 
ticated technical data showing strong positive complementarities on pro- 
duction coefficients from the combined use of high-yielding varieties, 
fertilizer, and irrigation allowed the ministry to base its claims for much 
higher allocations of foreign exchange on input-output ratios that were 
“scientifically” as respectable as the technical yardsticks used to justify 
the resource requirements of the industrial program. This was, in fact, 
the major purpose of the exercises carried out in the ministry as part of 
Subramaniam’s crusade to break through the finance ministry’s objec- 
tions to higher allocations of foreign exchange for agriculture. 

In almost all cases, domestic production of essential inputs for the ag- 
ricultural program fell far short of the total requirement. The most seri- 
ous gap occurred in the availability of chemical fertilizers. According to 
projections based on the (much higher) fertihzer response ratios for the 
new varieties, the likely consumption level of nitrogenous fertilizer (tak- 
ing into account both the increased application rates in the areas selected 
for the high-yielding varieties program, and the amount needed to main- 
tain and moderately increase consumption levels in the rest of the coun- 
try) was 2,400,000 tons in 1970/71,^^ By contrast, domestic production 
in 1965/66 was 450,000 tons.^'^ Even by 1971, India’s capacity for produc- 
tion of nitrogen was expected at best to reach 1,800,000 tons.^® 

Indigenous capacity for manufacturing other key inputs was similarly 
limited. Indeed, there was virtually no modern seed industry. During the 
Second and Third Plans, nucleus/breeder’s stock of the best local vari- 
eties grown on government research farms were multiplied as founda- 
tion seed on Block seed farms. But the severe scarcity of trained person- 
nel to supervise the growing process and a paucity of modem equipment 
to carry out scientific roguing, drying, and cleaning operations to ensure 
C. Subramaniam, “New Agricultural Strategy in a Socialist Society,” mimeographed, 

p. 5. 

Strategy and Programme , p. 7. 

Fertilizer Association of India, Fertilizer Statistics, 1965-66 (New Delhi, 1967), p. 6, 
Ibid., pp. 8-9. 
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good germination and trueness to variety, resulted in foundation seed 
that was not pure. These difficulties were aggravated by the practice of 
having the seed multiplied further on the fields of registered growers at 
the village level. In many instances, there was little difference between 
the “improved” seed sold in government stores and the grains that 
farmers customarily kept back from their produce for sowing. But the 
whole rationale of the high-yielding varieties program rested on assuring 
supplies of pure varietal materials, which had to be replaced with fresh 
seeds at least every four years. 

Another supply bottleneck was pesticides. The total requirement for 
plan protection materials starting in 1968/69 was estimated to be over 

76.000 tons,®® compared to an installed capacity of less than 26,000 tons 
in 1966.*® The same magnitude of discrepancies in supply and consump- 
tion requirements appeared with respect to the availability of agricultural 
machinery. According to the ministry, requirements for application 
equipment for pesticides by 1971 included about 1,500,000 manually op- 
erated sprayer/dusters and over 300,000 power sprayers.®' In contrast, 
during the Third Plan, domestic industry produced approximately 

100.000 hand-operated sprayer/dusters and only 900 units of power 
sprayers annually.®^ Similarly, compared to an estimated demand for 

150.000 tractors in 1971,®® all-India production in 1965/66 was about 
2,000. ®‘’ Some 400,000 power tillers were also needed,®® but Indian in- 
dustry was equipped to produce fewer than 35,000.®® 

The foreign exchange component of the new agricultural strategy was, 
in fact, very high. In August 1965, the Ministry of Agriculture estimated 
the foreign exchange costs of implementing the new strategy at Rs. 1 ,114 
crores for the five-year period 1966-1971.®^ By contrast, the total amount 
allocated to agriculture during the Third Plan period was approximately 
Rs. 191 crores.®® The practical import of the ministry’s calculations, 
therefore, was that the essential inputs for the production program in ag- 
riculture could only be provided by a major shift of priorities in the allo- 
cation of foreign exchange, involving a sharp reduction, if necessary, in 
the amounts available for expansion of the core industrial sector. 

Strategy and Programme, p. 1 1 . 

“ Ministry of Food and Agriculture, Department of Agriculture, Report of the Working 
Croup for the Formulation of the Fourth Plan Proposals on Plant Protection (New Delhi, 1965) 
(cited hereafter as Plant Protection), p. 34. 

Strategy and Programme , p. 12. | Plant Protection, p. 3. 

“ Strategy and Programme, p. 13. 

Estimate provided by deputy secretary (Pesticides, Agricultural Machinery), Depart- 
ment of Agriculture, Ministry of Food and Agriculture, New Delhi, July 17, 1966. 

“ Strategy and Programme , p. 13. Estimate provided as in n. 64 above. 

Strategy and Programme, p. 24. 

Estimate of value of imports into India of fertilizers and agricultural machinery during 
the Third Plan provided by the Planning Commission, July 1966. 
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There was only one other available source: foreign private investment. 
Not so clearly stated, but nonetheless implicit in the approach, was an 
enhanced role for private enterprise, both domestic and foreign, in fields 
of production and marketing previously closed to them or made unat- 
tractive by government controls over pricing and distribution. This was, 
in fact, the solution urged on India by the United States and the World 
Bank, along with recommendations for relaxation of controls and max- 
imum reliance on the market mechanism. 

The major case in point was fertilizer. Until 1965/66, virtually all the 
installed capacity for the production of fertilizers was in the public sector. 
Although the private sector was not completely excluded, government 
policies on price and distribution effectively discouraged private enter- 
prise from meeting even the modest targets allocated to them. High 
operating costs in public-sector factories — a function of inefficient tech- 
nology and low rates of utilization — led government to the practice of 
subsidizing the costs of fertilizers by placing both high-priced indig- 
enously produced products and less expensive imports into a central fer- 
tilizer pool, and setting pool prices for all fertiHzers at rates below the 
actual procurement price for the domestic product. In addition, during 
the three five-year plans, the cooperative sector enjoyed a monopoly over 
the distribution of nitrogenous fertilizers. The allocation from the central 
government to the Departments of Agriculture in the various states were 
distributed through the district cooperative societies, which acted as 
wholesalers in selling fertilizers to taluka primary marketing societies, 
which in turn distributed nitrogen to affiliated primary credit societies, or 
in cases where the local village society was not a member of the market- 
ing society, kept supplies for direct sale to consumers at taluka godowns. 
The local cooperatives, moreover, were allowed a standard margin of 
only ten percent above the purchase price to cover the costs of warehous- 
ing, unloading, loading, wastage, and commission, and in many in- 
stances were engaged in unecomonic operations. 

Actually, there were sound technical arguments in favor of inviting 
foreign private investors to come in and set up the necessary facilities. 
Foreign contractors were expected to be able to put new fertilizer fac- 
tories on stream within three years from date of first construction, com- 
pared to the five or six years commonly taken by public-sector factories. 
The foreign chemical companies were also considered to have the skills 
and equipment necessary to operate fertilizer factories at or near full ca- 
pacity, compared to the average of sixty-one percent achieved in public- 
sector factories during the Third Plan.®® A more immediate considera- 
tion was that advances in fertilizer technology originating in the United 

Department of Agriculture, Ministry of Food and Agriculture, Report of the Committee 
on Fertilizers (New Delhi, 1965), p. iii. 



RETREAT FROM SOCIAL GOALS 


281 


States held out the prospect of building new plants capable of manufac- 
turing higher-analysis products at savings in total production costs of 
about ten percent. The economies on the costs of production were in 
turn expected to permit some reduction in the sale price of chemical fer- 
tilizer, to make it more economical for the farmer to apply optimum 
doses and get maximum yields from the adoption of the high-yielding 
seed varieties. 

Indian and foreign businessmen, moreover, expressed interest in par- 
ticipating in new fertilizer projects. The Tatas, Birlas, and several other 
Indian firms presented plans for fertilizer factories to the government. 
Among foreign investors (in addition to the Bechtel Corporation), 
Standard Oil, Armour and Company, Phillips Petroleum, Allied Chem- 
icals Corporation, and American International Oil Company indicated 
an interest in establishing fertilizer projects. Their price, however, was 
considerable. Indian companies demanded complete freedom to fix their 
prices; to sell where and when they chose; and to select their own selling 
agents and dealers. Foreign firms demanded majority control of equity in 
all projects supported by them and/or a majority on the Management 
Board; monopoly rights over marketing in the zones assigned to them; 
freedom from price control for an indefinite period of time; and mutually 
agreeable formulas, negotiated in advance, for setting the price of any 
sales to the government. This was not all. In 1965, during negotiations 
between the Union Ministry of Petroleum and Chemicals and a number 
of international oil companies, the latter also insisted that fertilizer fac- 
tories in which they participate should also operate with imported am- 
monia. Representatives of the international oil companies argued they 
could supply ammonia from their subsidiaries in the Arabian Gulf and 
North Africa at less capital expense than the cost of manufacturing nitro- 
gen in India from indigenous sources of naptha. Indian experts, even 
those who accepted this estimate, pointed out that imported ammonia 
would have to be paid for entirely in foreign exchange, whereas the pro- 
duction of ammonia in India ensured that foreign exchange expenditures 
on maintenance imports — and reliance on foreign aid for that 
purpose — would diminish in the future. 

As the full range of concessions in ideological and social goals of plan- 
ning demanded by the new agricultural strategy came into sharper focus, 
the Planning Commission, which had at first been enthusiastic about the 
potentiality of the new technology to increase production, began to resist 
any restatement of plan policies that suggested a major departure from 
the past approach. V.K.R.V. Rao, then member (Agriculture) of the 
Commission, refused to accept the food and agriculture ministry’s ver- 
sion of the draft chapter on agriculture in preparing the revised approach 
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document of the Fourth Plan, presented to the National Development 
Council in September 1965.'^° Although the draft prepared by the Ag- 
ricultural Division of the Planning Commission was amended to take 
into account many of the recommendations of the food and agriculture 
ministry, Rao nevertheless succeeded in changing the tone of the policy 
statement. As presented in the final document, Fourth Five Year Plan — 
Resources, Outlays and Programmes , the ministry’s proposal for a special 
intensive program in selected areas was treated as an additional 
technological element to existing poHcies made possible by “the dis- 
covery of some very high-yielding, fertilizer responsive, and non- 
lodging varieties of paddy, wheat, maize, jo war and bajra.”’^ No men- 
tion was made of the size of the new program, its contribution to the 
physical targets of agricultural production, or the actual magnitude of the 
essential inputs required. The Plan confined itself to the bland statement 
that “the Ministry of Food and Agriculture has proposed an upward revi- 
sion of the programme targets for fertihzer consumption and plant pro- 
tection mea.sures.”'^^ The proposals for intensive agricultural develop- 
ment, moreover, were linked with universal participation by cultivators 
in selected areas through ah emphasis on “the concerted and well- 
coordinated efforts of the Community Development organization, Pan- 
chayati Raj institutions and Cooperatives,’’”^^ and a renewed exhortation 
to the states to implement land reform measures as soon as possible. 

There were other, more tangible, signs of the planners’ resistance. Ac- 
cording to the Commission, the feasible target for agricultural production 
in 1971 was only 120 million tons, compared to the higher figure of 125 
million tons set down by the ministry.^** The lower target reflected the 
commission’s appraisal, pressed in arguments with the ministry, that it 
was unwise to rely so heavily on the high-yielding varieties in the pro- 
duction program when they had still to be extensively tested under In- 
dian conditions. The lower target, which also implied a smaller intensive 
program for foodgrains, permitted the Planning Commission to reduce 
the target for consumption of nitrogenous fertilizers from the 2.4 million 
tons in 1971 advanced by the Food and Agriculture Ministry to 2 million 
tons,^^ thereby making the strain on the balance of payments somewhat 
more manageable. On the whole, moreover, while claiming to meet the 
National Development Council’s mandate of providing sufficient re- 
sources and inputs for agriculture to achieve a 5 percent rate of growth, 
the planners slashed by over 46 percent the total financial outlay on ag- 

Interview, V.K.R.V. Rao, New Delhi, August 17, 1966. 

Planning Commission, Fourth Five Year Plan — Resources, Outlays and Programmes , p- 
27. 

” Ibid., p. 28. 

Ibid., p. 29. 


” Ibid. 
’5 Ibid. 
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ricultural production programs proposed by the ministry — with the cut 
rising to about 58 percent in the case of manures and fertilizers.’® 

Even so, the Planning Commission could not solve the problem of 
financial resources for a large plan within the political constraints im- 
posed, on the one hand, by the National Development Council regard- 
ing measures to mobilize additional internal resources; and on the other, 
by the World Bank for higher levels of foreign assistance. At the outset, 
the planners felt compelled to respond to the National Development 
Council’s criticism that total outlay of Rs. 22,500 crores during the 
Fourth Plan as proposed in the October 1964 memorandum was bound 
to result in inflationary financing. The revised document, which kept the 
private sector’s investment target of Rs. 7,000 crores intact, reduced the 
size of public-sector investment from Rs. 15,620 crores earlier projected 
to Rs. 14,500 crores, with no adjustment for inflationary changes in the 
price level during the preceding year. Constricted by the directive of the 
NDC to provide adequate funds for agriculture, the planners were able 
to make only marginal reductions in the allocations proposed for agricul- 
ture and irrigation; in fact, the revised draft showed a slight increase over 
the memorandum of 1 percent in the proportionate outlay for the ag- 
ricultural sector, reaching 22.8 percent, compared to 21.8 percent in the 
earlier version. By contrast, investment funds for organized industry 
were reduced from 3,200 crores to Rs. 2,866 crores, depressing the pro- 
portionate share of industry in Plan outlay to 19.8 percent, somewhat 
below Third Plan levels.” The cut was rationalized as having no adverse 
effect on industrial growth rates during the Fourth Plan, with the main 
impact falling on output from programs and activities whose benefits 
were expected to accrue in the Fifth Plan period. 

Even then, the size of the Fourth Plan at Rs. 14,500 crores depended on 
efforts to mobilize additional internal resources amounting to Rs. 3,650 
crores, an increase of Rs. 650 crores over levels recommended in the 
memorandum.’® Additional resource mobilization of this magnitude re- 
quired a sharp increase in domestic savings,’® a good part of which had 
to be raised from additional taxation.®® The eflbrt inevitably required 
new tax measures in the rural areas to siphon off” some significant propor- 
tion of the additional income generated by the large investments planned 

Ibid., p. 30. ” Ibid., pp. 4-7. 

The increase arose mainly from the Fourth Finance Commission’s unexpectedly 
generous award to the states. 

Additional resource mobilization of the magnitude envisaged in the September 1965 
version of the Fourth Plan implied an increase in domestic savings from about 10.5 percent 
at the end of the Third Plan to approximately 15 percent at the end of the Fourth Plan. 
Fourth Five Year Plan — Resources, Outlays and Programmes , p. 21 . 

The planners aimed at boosting tax receipts as a proportion of national income from 
less than 13 percent in 1965-66 to 18 percent at the end of the Fourth Plan, ibid. 
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on improving agriculture. According to Asoka Mehta, the continuation 
of past patterns had become untenable. During the three plans, oftheRs. 
4,142 crores in additional taxation raised by both the Center and the 
states, only Rs. 95 crores — or 2.6 percent — had been contributed by di- 
rect agricultural taxes or in irrigation rates. By contrast, the extra taxa- 
tion effort required to mobilize adequate internal resources for the Fourth 
Plan demanded that at least “one fourth of the additional mobilization of 
resources should come from the rural sector as without that the Plan 
would not be sustained.”®^ 

The other resource bottleneck was foreign exchange. According to the 
planners, India’s export earnings during the fi\"e-year period were not 
likely to be more than Rs. 5,100 crores. Against this, requirements of 
maintenance imports amounted to Rs. 5,300 crores. In addition, out- 
flows of foreign exchange to meet debt reserwdng obhgations climbed 
to Rs. 1,350 crores. Exclusive of expenditures on imports for new proj- 
ects and programs included in the Plan, therefore, India’s foreign ex- 
change resources were deficit by about Rs. 1,550 crores, simply to meet 
current expenses.®^ If, on top of this, the food and agriculture niinistr}'’s 
estimate of its import requirement at about Rs. 1,100 crores were al- 
lowed to stand as the first charge on foreign exchange resources for the 
Plan, then external assistance in the amount of about Rs. 2,650 crores 
was from the outset preempted. Yet, during the Third Plan, gross assist- 
ance had not exceeded the level of Rs. 2,600 crores.®^ Confronted with 
this reality, but unable to enforce its own priorities on the National De- 
velopment Coundl, the Planning Commission avoided the issue by indi- 
cating that the Fourth Plan could be financed only if external assistance of 
the “order of Rs. 4,000 crores is available.”®'* In practical terms, this 
meant that the level of foreign assistance would have to be increased 
from approximately SI . 1 bilhon dollars per annum during the Third Plan 
to SI. 7 bilhon per annum during the Fourth Plan. Barring an increase in 
aid of roughly this magnitude, the requirements of the production pro- 
grams under the new agricultural strategy were clearly competitive with 
plans for expansion of industrial programs in the pubhc sector. 

Shastri, explaining the imphcations of attracting much higher aid 
levels to the September 1965 meeting of the National Development 

Planning Commission. Tiventy-Second Meeting of the Xatioiial Development Coundl, 
Sununar)’ Record, New Delhi. September 5 & 6, 1965, p. 47. 

Fourth Five Year Plan — Resources, Outlays and Prooramtnes, p. 25. 

Ibid., p. 25. 

Ibid., p. 15. The growing burden of debt repayment, which increased from Rs. 500 
crores during the Third Plan to Rs. 1350 crores during the Fourth Plan, meant that the 
projeaed increase in gross external assistance of about 54 percent from Rs. 2,600 crores to 
Rs. 4,000 crores prosnded a gain in net assistance of only about 26 percent, from Rs. 2,100 
crores to Rs. 2,650 crores. Ibid., p. 25. 
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Council, did not mince words. He told the members that India’s ability 
to attract external resources of this magnitude “all depended on the 
goodwill of countries that had been helping India and also institutions 
like the World Bank, etc. Naturally, they would expect that India should 
do something of her own.”®® Yet the issue was not clearly faced. The 
session coincided with escalation of the conflict between India and Paki- 
stan into full-scale air and ground battles. Although the NDC gave per- 
functory approval for the overall size of the Fourth Plan at Rs. 21,500 
crores, the state leaders clearly gave top priority to defense needs in en- 
suring a “war-oriented” plan. Indeed, the council voted sweeping au- 
thority to Shastri as chairman “to reorientate, alter and amend the Plan as 
necessary to meet the emergent situation and safeguard the country’s se- 
curity and long-term interests.”®* Unlike Nehru, when confronted with 
similar circumstances in 1962, Shastri made no impassioned appeal for 
preserving the Plan as the best safeguard of national security. On the con- 
trary, he immediately ordered the Commission to determine “the 
changes that were needed to be made in the programmes proposed for 
the Fourth Plan to ensure that the requirements of both defense and de- 
velopment are met, so far as possible, by the development of productive 
resources in the country.”®^ Simultaneously, moreover, Shastri directed 
the Commission to formulate the Annual Plan of 1966/67 in advance of 
preparation of the Draft Outline of the Fourth Plan, and to emphasize 
quick-yielding schemes in agriculture and better utilization of industrial 
capacities already created. 

The fate of the Fourth Plan, which was already behind schedule as a 
result of the additional tasks imposed on the planners, subsequently be- 
came even more precarious as several events combined to increase the 
leverage of the agriculture ministry. By September, the country was feel- 
ing the first impact of the failure of the monsoons, which ultimately saw 
unprecedented decline in agricultural production of 17 percent between 
1964/65 and 1965/66.®® Within a year, wholesale prices of foodgrains 
jumped almost 14 percent.®® Yet despite the sharp increase in demand for 
supplies by the deficit states, the central government remained powerless 
to force the surplus states to procure at higher levels than in the previous 
year, even though the favorable maximum price structure was con- 
tinued. The chief ministers were, nevertheless, finally compelled to agree 
on a scheme for statutory rationing in cities with a population of over 
100,000. The difficulty, as Subramaniam explained to the Congress par- 

Twenty-Second Meeting of the National Development Council, Summary Record, p. 45. 

Ibid., p. 58. 

Planning Commission, Fourth Five Year Plan: A Draft Outline, p. xii. 

®®ftiW.,p. 172. 

India, Economic Survey, 1966-67 (Delhi, 1967), Appendix, Statistical Tables, 5.1, “In- 
dex Number of Wholesale Prices.” 
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liamentary party in November 1965, was that all government buffer 
stocks were exhausted.^® The only alternative was to arrange for substan- 
tial imports. By this time, however, the United States, as a sign of dis- 
pleasure at the waste of scarce resources in an unproductive war, had in- 
definitely suspended all aid to both India and Pakistan. It had, moreover, 
refused to sign a fresh long-term agreement with India under PL 480 
when the existing agreement expired in August 1965. Instead, the 
Johnson administration, egged on by growing Congressional opposition 
to concessional food aid for India, adopted a “short-tether” poHcy of dol- 
ing out stocks sufficient only to meet requirements a few months at a 
time, and explicitly tying the continuation of food aid to the adoption by 
•India of policies aimed at increasing agricultural production and curbing 
population growth. Against an estimated overall requirement of about 8 
million tons in 1965/66, the United States, between September and De- 
cember 1965, released an additional two million tons. 

The shift in the American approach to foreign aid which made 
“specific aid offers contingent upon the institution of particular adjust- 
ments in indigenous rural poUcy,”^^ strengthened Subramaniam’s posi- 
tion in the ongoing policy debate. The agriculture minister, who traveled 
to Washington in November 1965 and submitted his ministry’s program 
for comment to the U.S. Department of Agriculture, came away with 
assurances that the new agricultural strategy would satisfy the basic con- 
ditions for a resumption of American food shipments. In December, in 
another meeting in Rome between Subramaniam and U.S. Secretary of 
Agriculture Orville Freeman, the specific policy proposals were re- 
viewed item by item, including the plans for incentives to foreign private 
investment, especially in fertiUzer. 

By early December, aU of these pressures finally overwhelmed the ob- 
jections raised by the finance minister and the Planning Commission. 
After discussions between Subramaniam and Shastri, the agriculmre 
ministry’s scheme for achieving self-sufficiency in foodgrains through 
the three-pronged approach of intensive cultivation of the high-yielding 
varieties, concentration of improved inputs in irrigated areas, and price 
incentives to producers, was placed before the full Cabinet. Despite 
vehement objections by the fmance minister, the Cabinet voted to give 
its approval. Almost at the same time, the central government an- 
nounced a new poHcy of concessions to foreign private companies will- 
ing to invest in the fertilizer industry in India. Any foreign company 
signing a contract before March 31, 1967, would enjoy the freedom to set 
its own prices and establish its own distribution apparatus for a period of 

Times of India, November 11, 1965. 

The new aid philosophy was expressed by John Lewis, then USAID administrator in 
New Delhi, and is cited in Chopra, Uncertain India, p. 348. 
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seven years, subject to the qualifications that the Indian collaborator 
(whether the Government of India or a private entrepreneur) would con- 
trol the majority of equity, and the government would enjoy the option 
to buy thirty percent of the annual output at negotiated prices. 

A final condition of the resumption of large-scale foreign aid had still 
to be met, that of devaluation. Krishnamachari, as the responsible minis- 
ter, still refused to consider such a step. Shastri’s view remained unclear, 
and no formal decision was taken. Yet there is some indirect evidence 
that the prime minister, despite his dislike for appearing to yield to 
foreign pressure, had become persuaded by his expert advisors. On the 
eve of his departure for Tashkent and negotiations with President Ayub 
Khan on an accord to end the Indo-Pakistan War, Shastri took a decision 
that had the predictable effect of precipitating T. T. Krishnamachari’s res- 
ignation from the Cabinet. 

Starting the previous February, Krishnamachari had been the target of 
charges alleging improper use of his office in favor of a firm, T. T. 
Krishnamachari and Sons, then managed by his sons. The charges, circu- 
lated in anonymous pamphlets to members of parliament, were attrib- 
uted by the finance minister to “some of these businessmen who have 
openly said that if only I ceased to be in the Government they could 
prosper. By the end of November, the charges suddenly surfaced in a 
formal memorandum to the president presented by several members of 
parliament, which demanded an official inquiry. Krishnamachari, who 
was by that time defending a minority position in the Cabinet on the 
question of economic controls, battling with the ministries to enforce 
budget cuts, and fighting to impose financial discipline on the states in 
the face of pressure to expand currency and credit and allow large unau- 
thorized overdrafts — all at the same time as he was embroiled in the dis- 
pute with the World Bank on the question of devaluation — clearly 
required a show of support from the prime minister to sustain his influ- 
ence. The finance minister’s view, which he expressed several times to 
Shastri, was that it was necessary for the prime minister personally to 
dismiss the charges against him and express faith in his integrity. Shastri, 
meanwhile, was being advised against clearing Krishnamachari on 
grounds that he would become personally responsible for answering the 
charges, and vulnerable to future attacks if the campaign persisted. On 
the eve of his departure, Shastri took his decision. He informed Krish- 
namachari of his intention to submit the charges to an independent judi- 
cial authority for an impartial examination. On December 31, 
Krishnamachari announced his resignation from the government. In a 
press conference on January 4, he defined the issue as ultimately “one of 
confidence between the Finance Minister and his Prime Minister. ... I 
Times of India, ]inu3Ty 4, 1966. 
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can only interpret the Prime Minister’s desire to consult someone else as 
indicating that the confidence he had in me is not the kind or the de- 
gree which I should expect.”®^ 

Within less than rwenty-four hours, Shastri announced the name of 
Krishnamachari’s successor. His choice, Sachindra Chaudhuri, was an 
MP from West Bengal with little experience in public finance. He was, in 
fact, the nominee of P. C. Bhattacharjea, then Reserve Bank governor, 
and a strong proponent of devaluation as the best means of breaking the 
bottleneck that had appeared during discussions with the International 
Monetary Fund on additional loans to India. Chaudhuri was expected to 
lean heavily on Bhattacharjea and the experts in the prime minister’s sec- 
retariat for advice. He was, moreover, well regarded by the World Bank. 
An authority on company law, and a director of several private com- 
panies at the time of his appointment, he had previously negotiated with 
the Bank on behalf of the Government of India. Within a few days, the 
first agreement with the United States since the suspension of American 
economic aid was announced, to lend India S50 miUion to purchase fer- 
tilizer and fertilizer raw materials. 

On January 11, 1966, the news of Shastri’s sudden death at Tashkent 
shocked New Delhi. Although the immediate transition was smoothly 
handled — Gulzarilal Nanda, as the senior minister in the Union Cabinet 
once again acceded to the role of acting prime minister — the unexpected 
turn of events found the party leadership unprepared to coalesce around a 
common candidate for the succession. The members of the Syndicate 
were united mainly by the negative consensus that the first priority was 
to stop Moraiji Desai from assuming power. The alternatives were lim- 
ited. Nanda was so lacking in political stature as to raise doubt he could 
defeat Desai in a contest within the Congress parliamentary party or 
provide the positive national image needed to galvanize voters in the up- 
coming 1967 elections. The other serious candidate, Y. B. Chavan, then 
defense minister, had a secure pohtical base in Maharashtra, a progressive 
image, but a relatively hmited regional appeal. He was, moreover, unac- 
ceptable to Path on the basis of a longstanding rivalry in Bombay poli- 
tics, and had ako irritated Nijalingappa by what the latter considered a 
partisan intervention from the Center on behalf of Maharashtra against 
Mysore in the border dispute between the two states. 

At the outset, the Syndicate made urgent efforts to arrange a consensus 
around the candidacy of Kamaraj himself. The Congress president, who 
kept his own counsel, and was conscious of his personal Hmitations as a 
national leader unable to speak either Hindi or EngHsh, refused to be per- 

The text of T. T. Krishnamachari’s statement made to the press conference is pub- 
lished in Times of India, ]une 4, 1966. 
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suaded. The logic of the situation, in which the overriding criteria were 
to find a candidate capable of defeating Morarji Desai in the event of an 
open contest in the CPP and of projecting a popular national image in an 
election year, pointed to the selection of Indira Gandhi. This was, in fact, 
the assessment Kamaraj made.®'’ 

Mrs. Gandhi enjoyed several advantages. First she was Jawaharlal 
Nehru’s daughter, carrying the aura of having been his closest con- 
fidante. In addition, she was in her own right an authentic symbol of 
continuity with the Congress party’s commitment to nationalist goals. A 
young activist during the 1942 Quit-India movement, she had been the 
third generation of her family to suffer imprisonment for India’s inde- 
pendence. Further, although Mrs. Gandhi’s rapid rise in the party — 
starting in 1955, when she was named to the Working Committee, the 
Central Parliamentary Board, and the Central Election Committee, and 
culminating in 1959 in her election as Congress president — came about 
initially at Nehru’s instance, over the years she developed her own group 
of supporters, especially among younger party workers. Finally, her 
popularity appeared to extend beyond the party and to survive her 
father’s death. During the Shastri period, Mrs. Gandhi was the only na- 
tional figure who could rival the prime minister in the ability to draw 
large crowds simply by virtue of her presence. She was, moreover, ac- 
ceptable to the nation’s minorities, including the Muslims, as a trustee of 
the Nehru family’s commitment to secular values. In fact, during the 
time Shastri served as prime minister, Mrs. Gandhi continued to be cast 
in the role first assigned to her as a young woman by Mahatma Gandhi 
during the Hindu-Muslim riots at the time of Independence, that of na- 
tional peacemaker in situations of local communal conflict. 

Actually, Shastri had recognized Mrs. Gandhi’s utility in enhancing 
the legitimacy of his government. Although he ignored suggestions that 
she be offered the senior portfolio of external aflairs, and invited her to 
join his government as minister of information and broadcasting, he in- 
directly conceded her unique personal role not only by elevating the 
minister of information and broadcasting to Cabinet status, but assigning 
her fourth rank in the Cabinet as a whole. In another departure from 
precedent, Shastri included Mrs. Gandhi in the Emergency Committee 
of the Cabinet, along with the ministers of home affairs, finance, external 
affairs, and defense. 

Mrs. Gandhi also appeared useful to the conservative government in 
deflecting criticism from the left. She had a “progressive” image in the 
party, having supported the younger activists in their eflbrts to organize 
Socialist Forum groups since the late 1950s. She was, indeed, accessible 

For a detailed account of the round of political discussions and maneuvers that resulted 
in the elevation of Mrs. Gandhi as prime minister, see Brecher, \’ehni’s Mamie, ch. 8. 
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to leaders of the left opposition parties, maintaining friendships since her 
student days in London with men such as Bhupesh Gupta and Mohan 
Kumaramangalam, who later cast their poHtical fortunes with the CPI. 
Like her father, she was reputed to be a firm proponent of planning, 
somewhat suspicious of private enterprise, and well disposed toward the 
Soviet Union. 

The Syndicate was, nevertheless, uneasy. Its most conservative mem- 
ber, S. K. Patil, found Mrs. Gandhi’s reputation for left-leaning views 
unpalatable. Others resented her manner. They felt she had adopted an 
imperious attitude in her personal relations with the older party leaders 
that was especially inappropriate when measured against her real ac- 
complishments; and that she nurtured an arrogance about her anteced- 
ents as a Nehru that led her to demand the same degree of deference ac- 
corded her father for great sacrifices and achievements.^^ 

Kamaraj, however, found both of these quahties less threatening. He 
was in his political outlook less conservative than other members of the 
Syndicate. Indeed, by contrast to Patil and Nijalingappa, and even to 
Mrs. Gandhi, Kamaraj was often described as holding radical views. 
More important, he felt confident of controlling Mrs. Gandhi. Her per- 
formance as the fourth-ranking member of the Shastri Cabinet suggested 
no reason for alarm. As Brecher reported, Mrs. Gandhi was not among 
“the people who matter in the broad spectrum of Cabinet deliberations.” 
She spoke “rarely in Cabinet as in Parliament, and has not made a mark 
on either. At the outset of the second succession debate, moreover, 
when Mrs. Gandhi’s name was first suggested, and she was sounded on 
her reaction, she limited her response to the modest intimation that “if 
there is near unanimity and Kamaraj asks me, I would stand. After the 
January 14 meeting of the Working Committee failed to produce a 
unanimous choice of the new leader and Mrs. Gandhi for the first time 
publicly acknowledged that she would be a candidate, it was again with 
the caveat “only if the Congress President asked her to do so.”^°° 

Ultimately, the Syndicate responded to pressures generated by 
Kamaraj. The Congress president not only encouraged Mrs. Gandhi’s 
younger supporters to come to Delhi and lobby for her in parliament; 
but through constant personal consultations with the chief ministers of 
the states, during which he expressed his own preference, he helped 


This attitude of personal irritation experienced by members of the Syndicate is re- 
ported by Kuldip Nayar, India, The Critical Years, p. 21. 
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create the climate in which a breakthrough was achieved. On January 15, 
eight chief ministers, meeting at the headquarters of D. P. Mishra, then 
chief minister of Madhya Pradesh and Mrs. Gandhi’s strongest supporter 
among the state leaders, issued a public statement calling for her election 
as leader of the CPP. Nijalingappa, the only member of the Syndicate 
who was also a chief minister at the time, joined in signing the statement. 
Subsequently, Atulya Ghosh and Sanjiva Reddy signified their acquies- 
cence in the decision. Although the press declared “the succession was 
practically settled” once the chief ministers had made their declaration, 
Mrs. Gandhi still continued to accept numerous new pledges of support 
by telling journalists she “would do what Mr. Kamaraj tells me.”^®* 

Desai himself believed he “would not win because these people had 
gone around and cornered everybody and promised them everything.” 
Still, he remained firm in pressing the decision to an open contest in the 
CPP in an affirmation of the principle of an election by free vote. The 
most he permitted himself by way of campaigning was a telephone call 
to every MP, followed by a letter saying in effect they “should support 
the best person to run the Government, and if they believe 1 am the best 
person, they should vote for me.”^®^ In the end, when the election was 
held on January 19, Mrs. Gandhi won easily with about two-thirds of the 
vote, polling 355 out of a total of 526. Nevertheless, Desai, who had 
spurned even the more innocent forms of bargaining for support com- 
mon to democratic politics, had through the force of his personality 
managed to retain the allegiance of about one-third the CPP. 

The outcome and the process preceding it contributed to a certain am- 
biguity about the source and scope of the new prime minister’s power. 
On the one hand, Kamaraj, and later the chief ministers of the states, 
gravitated toward Mrs. Gandhi’s candidacy on the basis of their assess- 
ment that she alone possessed the qualities necessary to win a decisive 
victory in the CPP and in the country at large. On the other, Kamaraj, 
through his maneuvers in manipulating the consensus of the chief minis- 
ters, was credited with converting Mrs. Gandhi’s potential appeal into 
actual power, putting pressures on MPs in an election year during which 
party tickets would be distributed by state leaders. The elevation of Mrs. 
Gandhi, therefore, was subject to the interpretation that power had 
shifted even more sharply toward the Congress president (if somewhat 
away from the Syndicate) and to the chief ministers of the states. 

The expectation that Mrs. Gandhi would be a convenient instrument 
for the influence of the Congress president and state party leaders ap- 
peared at first to be amply rewarded. Before announcing the composi- 
tion of her new Cabinet, Mrs. Gandhi held long consultations with, 
among others, Atulya Ghosh, Sanjiva Reddy, Y. B. Chavan, and S. K. 
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The changes she announced, moreover, seemed minor. Ironi- 
cally, they included a reorganization of the administrative departments 
concerned with food production to satisfy Subramaniam’s demand for a 
common approach among the central ministries involved in agriculture 
were merged. The subjects of Community Development and Coopera- 
tion into an enlarged Ministry of Food and Agriculture. Thereafter, the 
Ministry of Community Development, which Nehru had once believed 
would become the focal center of the peaceful transformation of the 
countryside, ceased to have an independent existence or input in the 
decision-making process on agriculture. Subramaniam achieved even 
greater authority over economic policy through appointment as a full 
member of the Planning Commission. Asoka Mehta was similarly ele- 
vated in influence by appointment as minister of planning. 

Times of /m/ia , January 24, 1966. 



EIGHT 


Crisis of 

National Economic Planning 


At the outset, Mrs. Gandhi’s new government had to cope with severe 
failures in virtually all sectors of the economy. Signs of stagnation were 
apparent on all sides. During the Third Plan (1961-1966), per capita in- 
come did not increase at all as population growth rates neutralized the 
low overall gains in the rate of growth of national income. Per capita 
availability of foodgrains and other essential articles of consumption 
were at or slightly below levels achieved in 1956. Agricultural output, 
relatively stationary in the first three years of the Plan, spurted upward 
after a good monsoon in 1964, but then precipitously declined in the 
drought year that followed. Despite record imports of 25 million tons of 
foodgrains over the Plan period, prices of food articles increased by 32 
percent, signaling the onset of a serious inflation. 

The repercussions were felt throughout the economy. Although sub- 
stantial additional capacity was created in a number of industries, includ- 
ing steel, engineering goods, and chemicals, shortages of domestic raw 
materials, compounded by low levels of demand, slowed down the 
overall increase in industrial production. Average growth rates of 8 to 10 
percent during the first years of the Third Plan declined to little more 
than 4 percent in 1965/66.' No progress at all could be made in solving 
the problem of unemployment. On the contrary, the backlog of unem- 
ployed, estimated at 12 millions at the end of the Third Plan, was ex- 
pected to increase to 15 million persons by 1971.^ Any prospect of mak- 
ing up the shortfalls in Plan performance by expanding future develop- 
ment programs was, moreover, seriously diminished by the shrinking 
share of budgetary resources available for investment. During the Third 
Plan, the proportion of domestic budgetary finances to total finances for 
Plan outlay declined to 59 percent. The balance was funded by foreign 
aid, which accounted for 28 percent of total Plan outlay, and deficit 
financing, which contributed the remaining 13 percent.^ 

The food crisis continued to worsen. Despite imposition, in the early 
months of 1966, of statutory rationing in Kerala and all large cities and 

* A review of the economic situation at the end of the Third Plan is presented in Planning 
Commission, Fourth Five Year Plait, 1969-74, Draft, pp. 5-7. 

^ Planning Commission, Fourth Five Year Plan, A Draft Outline, pp. 106-108. 

^ Planning Commission, Fourth Five Year Plan, 1969-74 (July 1970), p. 78. 
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towns, to cover a population of some thirty million persons, and the ex- 
tension of fair price shops to bring another two hundred million persons 
under informal rationing schemes, the central government could not ar- 
rest the price rise. The strained distribution system, which continued to 
rely mainly on wheat imports was directly threatened, moreover, by the 
refusal of the United States Congress to renew Public Law 480 authoriz- 
ing the sale of surplus commodities for local currencies when the law ex- 
pired June 30, 1966. Instead, the Johnson administration proposed a Food 
for Peace Program, which over a five year period envisaged that all U.S. 
shipments of food would be financed by long-term credits, repayable 
only in dollars. 

The pressure on the balance of payments intensified. Suspension of 
American aid began to effect the government’s ability to import sufficient 
raw materials, machinery, and spare parts to meet the maintenance re- 
quirements of industry. A personal appeal by Mrs. Gandhi to President 
Johnson for immediate resumption of American economic assistance had 
only partial success. The United States responded by announcing release 
of SlOO million out of the balance of S388 million covered by agreements 
signed before the aid freeze.'* 

Despite all these warning signs that the momentum of the national 
development effort could not be maintained in the absence of effective 
implementation of longstanding plan policies for much higher levels of 
agricultural taxation and state regulation of the procurement and distri- 
bution of foodgrains and other essential commodities, the new govern- 
ment, like its predecessor, did not attempt any programs involving eco- 
nomic reforms. On the contrary, it completed the poHcy reorientation 
initiated during the Shastri period of relying mainly on increased incen- 
tives to private investment within the existing framework of production 
and distribution. 

Actually, the new government went further to overturn completely 
the Planning Commission’s position as a national pohcy-making body 
on economic issues. A new Commission, constituted in March 1967, was 
formally circumscribed to the narrow function of expert advisory body. 
Sweeping reforms of the planning agency’s operation were adopted to 
dismantle most of its de facto controls over the allocation of investment 
outlays in state Plans. 

Notwithstanding the comprehensive reversal of past poUcies com- 
pleted in the first years of Mrs. Gandhi’s rule, the endorsement of a new 
entrepreneurial approach could not inject sufficient stimulus to invest- 
ment to push the economy out of its continuing stagnation. In agricul- 
ture, with the exception of wheat, technical and tenurial problems com- 
bined to prevent the productivity breakthrough in major foodgrains 

* See New York Times, February 12 and February 18, 1966. 
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crops promised by the new agricultural strategy. In the industrial sector, 
sluggish demand and low rates of profit dulled the impact of relaxed 
licensing controls on private investment, even while shortfalls in foreign 
aid made it difficult to ensure imports of raw materials, components, and 
spare parts needed for production. The new policies, which could not 
accomplish rapid increases in growth, did, however, succeed in accelerat- 
ing the increase of disparities. The nation, which faced an economic crisis 
of stagnation by the early 1960s, confronted an economic and political 
crisis of stagnation compounded by growing inequalities and discontent 
at the end of the decade. 

The economic policies charted by Mrs. Gandhi’s government were 
foreshadowed by the provisions of her first budget, presented to the Lok 
Sabha in March 1967. Sachin Chaudhuri, then finance minister, provided 
total Plan outlay for 1966/67 of Rs. 2,081 crores, Rs. 144 crores less than 
the amount budgeted in 1965/66. It was the first time since the beginning 
of planning that developmental activity was allowed to fall to a lower 
level than in the previous year. The finance minister, arguing that “every 
effort has to be made to restrain Government expenditure”^ in order to 
dampen inflationary pressures, attempted to compensate for the cutbacks 
by measures to increase the flow of private savings to industrial invest- 
ment. These included greater assistance to private entrepreneurs from 
public financial institutions; tax reliefs, including credits for the purchase 
of plant and machinery; and import entitlement schemes tied to invest- 
ment in export industries. 

The new pattern and approach to development was elaborated further 
in the Annual Plan for 1966/67. The low level of financial resources for 
the public sector meant that funds could not be stretched much beyond 
the “expeditious completion of projects which are already underway and 
on which substantial investments have already been made.”® The few 
exceptions included the Bokaro steel project financed by credits from the 
Soviet Union, the program for construction of new fertilizer plants, and 
expansion of capacity in existing projects. 

The agricultural plan reflected Subramaniam’s victory as a member of 
the Planning Commission in gaining formal endorsement of the food 
and agriculture ministry’s new policies. It acknowledged the adoption of 
a “new agricultural strategy and an approach that marks a certain depar- 
ture in the strategy for agriculture.” According to the planners, “the new 
strategy for agriculture is also founded . . . and in fact constitutes the 
main feature of the approach — on the premise that the problems of rais- 
ing agricultural production is not so much the backwardness of the 


^ Ministry of Finance, Nalio/ia/ Budget, 1966-67, p. 15. 
* Planning Commission, Plan, 1966-67 , p. 7. 
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farmer as the insufficiency^ of modem inputs like chemical fertiHzers, irri- 
gation, pesticides and new crop varieties of proved genetic capabilities.”’ 
The acreage to be covered under the high-yielding varieties, the addi- 
tional yield from the special intensive programs, and the quantities of 
essential inputs required, including fertihzer, were aU drawn from the 
calculations of the food and agriculture ministry. The Planning Commis- 
sion accepted the ministry’s projection for agricultural production in 
1971 at 125 milUon tons of foodgrains, and endorsed consumption 
targets of nitrogenous fertilizers at the higher rate demanded by the 
ministry of 2.4 million tons. 

Even these modest Plan programs were heavily dependent on resump- 
tion of foreign economic assistance. The planners took credit for budget- 
ary receipts corresponding to external assistance of Rs. 581 crores or over 
SI. 2 billion, representing almost 28 percent of the total financial re- 
sources available for the Plan. Such aid inflows were of course stiU con- 
tingent on devaluation. The step, blocked by T. T. Krishnamachari until 
his exit from the Shastri Cabinet late in December, was approved at the 
level of policy during the first weeks of Mrs. Gandhi’s government.® 

The issue had become acute by the time of Shastri’s death. On January 
1, 1966, B. K. Nehru, then ambassador to the United States, returned to 
New Delhi for consultations following a conversation with the director 
general of the International Monetary Fund that indicated the IMF would 
insist on devaluation as the condition of further loans. Nehru, who did 
not have time to raise the issue formally with Shastri before the latter’s 
departure for Tashkent, was anticipating full discussions with the prime 
minister after his return. The unexpected having intervened, Nehru in- 
stead broached the topic with Sachin Chaudhuri, now finance minister in 
Mrs. Gandhi’s new government. The result was the appointment of a 
committee by the prime minister, consisting of Asoka Mehta, Sub- 
ramaniam, and Chaudhuri, with L. K. Jha as rapporteur, to make a for- 
mal recommendation. The committee, which consisted of the most 
committed advocates of devaluation inside the government, made a posi- 
tive recommendation. Mrs. Gandhi offered no objection. Indeed, in a 
show of independence that once known created outrage and alarm, she 
did not consult any senior party leaders on the decision, although the 
issue had previously caused serious controversy and Kamaraj was known 
to be opposed. The day before B. K. Nehru returned to Washington he 
was given Jha’s report, initialed by Chaudhuri, as a formal instruction 
indicating India’s intention to devalue. This decision was communicated 

’ Ibid., p. 32. 

® The events surrounding the decision to devalue have been reconstructed from inter- 
views with B. K. Nehru, London, October 12, 1973; Asoka Mehta, New; Delhi, June 12, 
1973; and L. K. Jha, Srinagar, October 3, 1973. 
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to the International Monetary Fund soon afterward by India’s director of 
the Fund on cabled authorization by the governor of the Reserve Bank. 
Although the magnitude and timing of the adjustment remained ques- 
tions for further negotiation, the policy commitment by the Government 
of India was considered a sufficiently firm undertaking by the IMF after it 
was reiterated at the annual meeting of the Fund in March that a substan- 
tial new credit of over S187 million was subsequently approved. 

During the next few months, Mrs. Gandhi continued to follow the 
path chalked out by her advisors and to cooperate in carrying on the new 
economic policies initiated during the Shastri period. In March, she 
traveled to the United States, where she was warmly received by Presi- 
dent Johnson. Although the visit was not intended to produce an im- 
mediate American commitment for resumption of aid, Mrs. Gandhi set 
out to underline India’s goodwill for the United States. She both avoided 
any criticism of American policy toward Vietnam (then under sharp at- 
tack in India by the Communists), and agreed to an announcement en- 
dorsing a proposal for a joint Indo-U.S. Educational Foundation in India 
to be financed by American holdings of unconvertible PL 480 rupees. 
Serious negotiations on aid were left to Asoka Mehta, who followed 
Mrs. Gandhi to Washington in late April for three weeks of intensive dis- 
cussion. The planning minister had two meetings with President 
Johnson, talks with senior Cabinet officials, including the secretaries of 
state, commerce, and agriculture, and held lengthy discussions with 
George Woods, then president of the World Bank. Mehta, believing that 
the United States was “concerned to know if they were dealing with 
competent people after Nehru’’ considered his mission one of reassuring 
the aid-giving countries that India now had a government of “forward 
looking people” prepared to carry out a whole new series of policies to 
solve the main problems alarming the World Bank and Consortium 
countries about the prospects of India’s development. The minister of 
planning, who placed virtually all of India’s major Fourth Plan schemes 
before George Woods for his consideration and approval, pointed to the 
progress in carrying out the new agricultural strategy; a major new 
commitment to family planning, with the creation of a separate Depart- 
ment of Family Planning in the Ministry of Health; new opportunities 
for foreign private investment in fertilizers and petroleum; and the first 
steps toward relaxation of industrial licensing policy and price and mar- 
keting controls. Against these clear signs of a shift toward greater re- 
liance on market forces in development policy, Mehta argued for a five- 
year aid commitment of SI. 5 billion per annum, including levels of non- 
project aid reaching $1.1 billion annually. The higher assistance levels 
were justified as necessary to get India “over the hump” to a self- 
sustaining economy by removing bottlenecks to full utilization of indus- 
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trial capacity created by shortages of imported components, spare parts, 
and raw materials. During the discussions with Woods, Mehta did get 
oral assurances of a five-year commitment, plus annual aid levels of about 
SI. 2 biUion a year, a figure he interpreted as a floor that could be easily 
raised once India substantially revamped the economy in the indicated 
direction.^ Even so, Mehta left the United States without any firm 
commitment either on the resumption of American assistance or the size 
of new Consortium aid for the Fourth Plan. By late May, it became clear 
that aid would be forthcoming only after India acted on her earher prom- 
ise to devalue the rupee. The government then went ahead to complete 
negotiations with the IMF on the exact parity value of the rupee, which 
was changed relative to the dollar from Rs. 4.75 to Rs. 7.50. 

It was only on the weekend before the formal armouncement of de- 
valuation that Mrs. Gandhi consulted senior colleagues in the Cabinet 
and the president of the Congress party about the decision. Virtually all 
were opposed. They not only doubted any substantial benefit to India 
from the step, but were also concerned about its effects on the prospects 
of the party in the national elections if government were attacked for 
yielding to foreign pressure. Kamaraj, who was in addition outraged at 
not having been consulted, argued that the question had to be put before 
either the Working Committee or the Parliamentary Board for consulta- 
tion before an official decision was made. Mrs. Gandhi apparently wa- 
vered. One day before devaluation was supposed to take place, her chief 
secretary, L. K. Jha, cabled B. K. Nehru in Washington advising him to 
withhold any announcement, and citing a possible change in policy. 
Nehru, who beheved India had gone too far to turn back without severe 
loss in international credibihty, responded with a brief reply pointing out 
the political realities that if India did not devalue, she would not get any 
more aid.^“ 

On June 6, 1966, with the government and party bitterly divided, 
Sachin Chaudhuri informed an unprepared pubhc by special radio broad- 
cast of India’s decision to devalue the rupee by 36.5 percent. Describing 
the step as “one of a number of economic decisions of great consequence 
to the health and progress of our economy,” he went on to announce 
significant reductions in import duties and elimination of the major ex- 
port promotion policies, including tax credits, direct subsidies, and im- 
port entitlement schemes. The finance minister, noting the “upward ad- 
justment of the cost of imports” expected as the consequence of devalua- 

® This account is based on discussions with Asoka Mehta, New Delhi, August 18, 1973. 

The political opposition to devaluation within the Congress party and the last-minute 
hesitation of the government are described in Liiife, June 12, 1966, and in Nayar, India, Tlie 
Critical Years, p. 114. These accounts are confirmed in an interview with B. K. Nehru, 
London, October 12, 1973. 
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tion, welcomed the change as “reflect[ing] more accurately than before 
the scarcity value of foreign exchange to the Indian economy.” He pre- 
dicted that rising prices of imports would generate powerful incentives 
for private investment in import substitution industries, improve effi- 
ciency in the allocation of resources, and reduce the necessity for an ex- 
tensive control system. On that account, the government moved toward 
a liberal import policy, allowing market forces a much larger role in the 
allocation of foreign exchange. Chaudhuri announced that fifty-nine 
priority industries, accounting for about eighty percent of industrial pro- 
duction, were to be granted import licenses as and when needed for 
components, raw materials, and spare parts. 

Although it would take some time for the potential benefits to the In- 
dian economy from all these measures to take effect, one gain was im- 
mediate and glaringly apparent. Within ten days of the finance minister’s 
announcement of devaluation and the liberalization of foreign exchange 
controls, the United States announced resumption of economic aid to 
India. The implication was unmistakable. The government had devalued 
in response to pressures by the major aid-giving nations in order to get 
further assistance. 

Attacks on devaluation cut across ideological lines. Opposition lead- 
ers, including those in the conservative Swatantra party and the Jan 
Sangh, could find neither “sound economics nor honorable politics” in 
the decision. Even the major industrial and business groups were skep- 
tical, welcoming the step only if it paved the way for the complete dis- 
mantling of government regulations and controls over the economy. 
Many industrialists were, in fact, hard hit. Overnight, the rupee costs of 
repayment obligations on foreign exchange credits advanced by col- 
laborators abroad appreciated in value by amounts of more than one- 
third. 

The left perceived more sinister results. Link, the pro-CPI weekly 
newsmagazine, denounced the decision to devalue as a “craven surren- 
der” to the United States that dealt the final blow to Nehru’s strategy of 
economic independence built on rapid industrialization and agrarian re- 
form. It asserted: 

Devaluation of the rupee under American pressure is the end of one 
chapter of our economic effort and the beginning of another. The 
chapter that has ended began with Jawaharlal Nehru’s vision of eco- 
nomic independence achieved through quick industrialization and 
agricultural progress. The party he led had no use for his vision. . . . 

” The text of the finance minister’s speech is published in Times of India, }mc 7, 1966. 

Jagdish N. Bhagwati and T. N. Srinivasan, Foreign Trade Regimes and Ecoiwmie Devel- 
opment, India, p. 8. For an extended analysis of the political response to devaluation, sec ch. 
14. 
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Almost from the day of his death retreats from affirmative objectives 
began. One by one the principles that served as foundation for the 
Industrial PoHcy Resolution and for an agricultural revolution were 
discarded. Devaluation of the rupee is the final admission by an ab- 
ject administration that it has not got enough belief in itself to go to 
the people and make them work for their independence. 

The National Council of the CPI meeting in Hyderabad from June 9-15, 
1966, formally called for “the immediate resignation of the Central Gov- 
ernment.”^'* Leaders of the CPI in parliament, condemning devaluation 
as the “greatest betrayal of national interest since Independence”*^ 
moved to censure the government by introducing a no-confidence mo- 
tion in the Lok Sabha. 

Attacked on all sides, the government found it impossible to offer a 
convincing economic argument in favor of devaluation. The opposition 
enjoyed the advantage of the commerce ministry’s own annual report, 
which argued against devaluation on the ground that only eighteen to 
twenty percent of India’s exports — mainly those in the modem manufac- 
turing sector — required government subsidies and could be helped by 
devaluation. The bulk of India’s traditional exports confronted condi- 
tions of inelastic demand and could only be adversely affected.*® The 
finance ministry, moreover, in a burst of candor, circulated a question- 
answer note to aU members of parliament that clearly attributed the deci- 
sion to devalue to pressure from the aid-giving countries. Answering its 
own question, “Why have we acted now?” the ministry explained: 

Action could not be postponed as all further aid negotiations hinged 
on it. It is extremely doubtful whether without demonstrable evi- 
dence of our determination and capacity to push up our exports and 
improve the internal viability of our economy, we shall continue to 
get external credits, particularly as we are already at a stage when we 
have to incur fresh debt in order to pay off old ones. Without rea- 
sonable prospects of aid forthcoming on the scale contemplated by 
us, the finalization of the Fourth Plan will be still further postponed. 

A truncated plan without aid or aid in much smaller amounts will 
not meet the requirements of the situation and enable us to deal with 
our deep-rooted economic problems satisfactorily. *’* 

The outcry against devaluation, combined with the experience of the 
“recent emergency, when there was a sudden suspension of certain non- 

Link, June 12, 1966. 

The text of the resolution entitled “Demand for Resignation of the Central Govern- 
ment” is cited in Fic, Kerala: Yenaii of India, p. 341. 

Bhagwati and Srinivasan, Foreign Trade Regimes, p. 8. 

Ibid. /feid., pp. 19-20. 
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commercial credit, actually fortified the Planning Commission in 
making one last attempt to restore Nehru’s approach of achieving self- 
reliance. The Draft Outline of the Fourth Plan published in August 1966 
did not make any further concessions to critics of planning. On the con- 
trary, it marked a reversal of earlier accommodations to the liberal eco- 
nomic doctrines introduced during the Shastri period. In objectives, 
strategy, and pace of advance it was consistent with the principles of the 
Perspective Planning Division’s April 1964 “Notes on the Perspectives of 
Development” approved by Nehru shortly before his death. 

The planners once again assigned “overriding importance” to basic 
industrialization as the cornerstone of economic independence. They 
proposed to achieve a self-reliant and self-sustaining economy capable of 
ensuring “a steady and satisfactory rate of economic growth without de- 
pendence on external aid”^^ within a ten year period, by 1976. In con- 
crete terms, the perspective presented required an increase in the invest- 
ment rate from the Third Plan target of 14 percent in 1966 to 19-20 per- 
cent by 1976, and an even more rapid increase in the rate of savings from 
10.5 percent to 20-21 percent; a reduction in the rate of population 
growth during the same period by 20 to 30 percent; an increase in the real 
value of exports by 7 percent per annum; and “the creation of a domestic 
economic structure capable of meeting the physical requirements of capi- 
tal formation, maintenance needs and a substantial increase in mass con- 
sumption availabilities. During the Fourth Plan alone, by 1971, these 
broad aims required an increase in the rate of investment to 18 percent 
and in the rate of savings to over 16 percent. Finally, the planners ob- 
liquely reasserted Nehru’s thesis that previous plan failures had been 
mainly those of implementation rather than policy. They asked, “Can 
this perspective be realized or is it a matter of setting the sights high in 
order to urge the nation to greater effort?” The commission found the 
answer to its own question in “what will be done by the people; and 
what the people will do will depend on the leadership, the clarity and 
definiteness of the measures it proposed to follow for the development 
objective and drive with which it operates these measures.”^' 

The measures required of the political leadership for achieving the 
program of self-reliance placed before them rested mainly on their capac- 
ity to implement the recommendations for resource mobilization de- 
scribed as the “kingpin of the Fourth Plan.”^^ The Planning Commission 
proposed a total Plan outlay of Rs. 16,000 crores, compared to the esti- 
mate of Rs. 14,500 crores set down in the September 1965 Draft. The 
revised estimate, at postdevaluation prices, still involved a reduction of 

Fourth Fire Year Plait, A Draft Outline, p. 17. 

Ibid., p. 24. ' '0 Ibid., p. 29. 

Ibid. “ Ibid., p. .12. 
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about 5 percent in physical terms over targets envisaged the previous 
September. Nevertheless, as shown in Table 8-1 below, the planners al- 
tered priorities for allocation of national resources to provide much 
larger outlays on organized industries and mining both in absolute terms 
and relative to other heads of de»relopment. Plan outlays on industries 
and minerals increased by more than Rs, 1 ,000 crores, from Rs. 2,866 
crores in the 1965 document to Rs. 3,936 crores in the Draft Outline. The 
change pushed up the share of the industrial program in total Plan outlay 
from less than 20 percent in the earlier draft to almost 25 percent in the 
revised version. The new calculations once again raised the ratio of pub- 
lic to private investment in the key sector of basic and heavy industries to 
62.6 ; 37.4 percent, well above the Third Plan levels. 

By contrast, the slight increase in outlay on agriculture and irrigation 
from Rs. 3,296 crores in the 1965 note to Rs. 3,374 crores in the 1966 
Draft Outline had the overall effect of depressing the total share of the 
rural sector in development outlay from 22.8 to 21 percent. The Planning 
Commission, moreover, returned to its argument against excessive re- 
liance on the untested high-yielding varieties in the agricultural produc- 
tion program to hold the target for foodgrains output to 120 million tons 
and the corresponding fertilizer requirement to two million tons. 

TABLE 8-1 


Size and Pattern of Outlays Proposed for the Fourth Plan 
in 1965 and 1966 

(Rs. crores) 


Head of development 

1965 

Total outlay 

% of total 

1966 

Total outlay 

% of total 

Agricultural programs, 
including community 





development and cooperation 
Irrigation and 

2,372 

16.4 

2,410 

15.0 

flood control 

924 

6.4 

964 

6.0 

Power 

Industry and 

1,828 

12.6 

2,030 

12.7 

minerals 

2,866 

19.8 

3,936 

24.6 

Small industry 

Transport and 

395 

2.7 

370 

2.3 

communications 

2,768 

19.1 

3,010 

19.4 

Social services 

3,051 

21.08 

3,210 

19.5 

Other programs 

Grand total 

296 

14,500 

2.0 

70 

16,000 

.04 

Sources: Fourth Five Year Plan — Resources, Outlays and Programmes (September 1965), p. 
506; Fourth Five Year Plan, A Draft Outline (August 1966), p. 41. 
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The problems of finding financial resources for a Rs. 16,000 crorcs 
Plan, however, appeared virtually insurmountable. On the most gener- 
ous estimates for revenue receipts, including a ceiUng of 5 percent on the 
increase in non-Plan expenditures per annum, resources in sight, exclu- 
sive of external assistance, amounted to Rs. 9,494 crores. The sharp rise 
in prices of food and essential commodities created by persistent 
shortages of food articles and raw materials during the Third Plan ruled 
out any significant recourse to deficit financing. A minimum of Rs. 1 ,800 
crores in additional domestic resources from new measures of taxation 
was required. A large portion of the increased tax intake had to come 
from agriculture, which at existing rates of both direct and indirect taxes 
contributed only 13 percent of the revenue from additional taxation of 
the states. The planners confined themselves to restating the dilemma. 
They asserted that “the existing structure of agricultural taxation is not 
such as would enable any significant part of the increase [in agricultural 
incomes] to flow into financing of development expenditures,” and 
stressed the need for a “bold restructuring of the tax system and a greater 
resort to taxation at the source.”^'' Assuming the bottleneck of domestic 
resource mobilization could be broken, the problem of preventing a fur- 
ther inflationary spiral from large governmental outlays in a situation of 
persistent food shortages remained. The recommendations for a large 
Plan, therefore, once again rested on implementation of cflectivc price 
controls, this time involving extensive “State participation and control in 
regard to both wholesale and retail trade”^® in respect to a whole range of 
consumer items, including food, textiles, edible oils, and other essential 
commodities. 

The political constraints on carrying out such an approach extended 
beyond the demonstrated opposition of strategic elites inside the Con- 
gress party. Paradoxically, the long-term goal of self-reliance required 
larger commitments of foreign aid over the short run than amounts ear- 
lier extended. Against Rs. 8,033 crores in export earnings in postdevalua- 
tion rupees envisaged for the Fourth Plan period, India’s requirements 
for foreign exchange on account of maintenance and project imports and 
external debt servicing charges amounted to Rs. 14,333 crorcs. The 
“gap” of Rs. 6,300 crores had to be made up almost entirely by loans and 
grants from developed countries and international institutions. Gross aid 
requirements were therefore calculated at S8.4 billion during the Fourth 

“ According to Asoka Mehta, of the Rs. 4,142 crorcs in additional taxation raised during 
the three Plans, both at the Center and the states, only Rs. 95 crorcs, or 2.6 percent, had 
been contributed by increments in direct agricultural taxes and irrigation rates. Planning 
Commission, Twenty Second Meeting of the National Development Council, Summaiy Report, 
New Delhi, September 5 & 6, 1965, p. 47. 

Fourth Five Year Plan, A Draft Outline, pp. 33, 87. 

^nbid.,p. 18. 
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Plan period.^® Even allowing for about SI billion in aid inflows from the 
USSR (negotiated by Asoka Mehta in July 1966), the lion’s share of S7,4 
billion had to be raised from World Bank and Consortium countries. The 
projection of gross aid inflow of SI. 5 billion per annum from Western 
aid-givers, in contrast to the average under the Third Plan of about Sl.l 
billion annually, indicated the planners were working with the most op- 
timistic estimates mentioned by the World Bank in discussions about the 
possible quid pro quo for devaluation. Yet, the Commission was pro- 
posing a Plan aimed at more rapid expansion of pubHc-sector heavy and 
basic industries in the face of contrary advice from the aid-givers to em- 
phasize investments in agriculture and agriculture-related industries and 
to allow a larger role for foreign and indigenous private capital in indus- 
trial growth. 

The Draft Outline, which received Cabinet approval on August 19, 
quickly ran into strong opposition. In a brochure issued by FICCI, the 
industrialists proposed a sharp cut in public outlay from Rs. 16,000 
crores to Rs. 10,500 crores as the maximum feasible expenditure, given 
the resources in sight. They once again advised the government to con- 
centrate on the development of agriculture and social overhead projects, 
and to leave industrial development to private enterprise in cooperation 
with foreign private capital through further relaxation of controls, reduc- 
tion in taxation, and protective tariSs for new industries.^’ 

At the meeting of the National Development Council on August 20-21 
that considered the Draft Outhne, Mrs. Gandhi attempted to deflect fur- 
ther criticism by conceding at the outset past “failures and mistakes” in 
planning. All the same, she argued the necessity of proceeding with the 
Fourth Plan, including high priority for projects in industry, since “even 
agriculture needed industrial production and the urgent needs of defense 
were also dependent on industry.”’® Asoka Mehta, this time underscor- 
ing the prime minister’s arguments, defended the large import substitu- 
tion programs as the means of achieving self-reliance by the end of the 
Fifth Plan in 1976. 

The chief ministers failed to be persuaded. They not only questioned 
the ability of the states to mobihze additional resources from new meas- 
ures of taxation, but this time went further to demand “more equitable 
reallocation of available resources between the Center and the states.’ 
They suggested that Rs. 750-800 crores in additional funds should be 
found for state outlays in agriculture, irrigation, power, and social 

26 Ibid., p. 83. 

22 The Statesman, August 19, 1966. 

2® Planning Commission, Twenty Third Meeting of the National Development Council, 
Summary Record, New Delhi, August 20 & 21, 1966, p. 2. 
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amenities by reducing the amount earmarked for centrally sponsored 
programs — a cut amounting to well over eighty percent of the funds 
provided. The criticism, in fact, was cumulatively so far-reaching that it 
constituted an attack on the authority of the Planning Commission to set 
down the principles according to which the size, seaoral outlays, and 
programs of state plans were fixed. The state leaders, denouncing the use 
of extremely general guidelines for the allocation of central assistance to 
the states — a device that enhanced the planners’ bargaining power — 
argued for a fixed set of criteria that should be uniformly applicable to all 
states and serve as mandatory guidelines to the Planning Commission in 
allocating central assistance. In addition, they challenged the Center’s 
continuing control over patterns of assistance, which extended to ear- 
marking central loans and grants for particular projects, programs, or 
schemes under the various heads of development. Rather, they asserted 
that central assistance should be prescribed for sectors as a whole, and 
preferably allocated to the states in the form of bloc loans and grants to 
be distributed according to local priorities. 

Asoka Mehta and Mrs. Gandhi both gave way. The planning minister 
suggested that the “National Development Council might consider ap- 
pointing a Committee of the Chief Ministers and the Central Ministers 
concerned to help the Planning Commission in deciding what should be 
the nature and pattern of central assistance and what programs should be 
included in the centrally sponsored schemes.’’^® This suggestion was 
promptly acted upon by Mrs. Gandhi. The prime minister ended the 
meeting by summing up the sense of the session in an unconvincing con- 
clusion that “the N.D.C. had given its general approval to the Draft 
Outline. 

The Plan met with still further attacks when it was discussed in par- 
liament in early September. Congress, as well as opposition MPs, at- 
tacked the sectoral allocations in the Draft Outline as a “travesty” of the 
official commitment to give top priority to agriculture, and charged that 
the Fourth Plan held out no hope for any improvement in fulfilling the 
basic needs of the poor. In an unusual show of solidarity between Con- 
gress party and opposition MPs, the House gave unanimous support to a 
resolution calling for top priority to irrigation, electrification, and water 
supply schemes in the rural sector. 

Finally, on the eve of national elections, leading industrialists launched 
a fierce attack on planning. J.R.D. Tata blamed “unsound planning, and 
specifically . . . wrong priorities and inaccessible targets which have led 

The comments of the chief ministers expressing these criticisms arc summarized ihid., 
pp. 26-34. 

Ibid., p. 25. 

Hindustan Times, September 3, 1966. 


Ibid., p. 47. 
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to target missing” for the country’s difficulties. Citing the “prevailmg 
mood of frustration and despair,” he bluntly underlined the precarious 
position of the planners by suggesting the popular disillusionment was 
“reflected in the cry for the abolition of the Planning Commission which 
has begun to be raised.” Tata’s advice to the government was to drasti- 
cally reduce the role of the planners in the formulation of economy pol- 
icy. He suggested that government concentrate on a few key plan targets 
headed by agriculture, family planning, and industries directly serving 
agriculture, “leaving remaining areas to forces of demand and supply. 

G. D. Birla, by turns vituperative and threatening, also found the rea- 
sons for economic setbacks in “the kind of stupid plan that is prepared in 
this country by amateurs without knowing what is planning.” He 
charged the government with clinging “to the most out-dated methods 
of planning. They are still talking in terms of sociahsm about which they 
themselves do not know what they are talking about. Therefore, all these 
slogans which are made up of false notions must be made to disappear.” 
Then, warning that the business community would make Plan failures a 
major issue at the polls in an election that he characterized as “crucial” for 
the Congress party, he expressed his personal hope that 

the Congress will come back to power, at least in the Centre but 
with a highly reduced majority. And if they come back with a re- 
duced majority, then they will have to be alert. 

Now, leading from that argument, 1 believe there will be a 
stronger Cabinet. Some of our Ministers, who are talking in slogans 
and leftist language, have not yet realized that it is 1967 and not 
1952. The world is talking in different slogans now. These slogans 
have become out of date and therefore I personally believe from the 
way in which elections are going that we can reasonably expect a 
better Cabinet, pragmatic, practical and interested in increasing 
production.^'* 

The crescendo of criticism had its effect. Mrs. Gandhi, confronting the 
electorate on her own for the first time, and insecure in the support of her 
own party after the disaster of devaluation, appeared increasingly unde- 
cided on how to proceed. The dilemma was resolved by delaying formal 
discussions in the Cabinet and in the National Development Council on 
the final draft of the Fourth Plan. When, in November 1966, the planners 
informed the prime minister that the finished version could be readied 
for Cabinet consideration within six weeks, well before the national elec- 

^^J.R.D. Tata, “The Implementation of Plans,” speech delivered to the Ahmedabad 
Management Association, The Economic Times, February 5, 1967. 

G. D. Birla, “Bad Planning, Bad Fiscal Policy, Root Cause of Economic Failure,” in- 
augural address at the Annual Session of the Engineering Association of India, January 2, 
1967, printed in The Economic Times, February 14, 1967. 
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tions scheduled for February 1967, she agreed orally to set a date for the 
meeting of the National Development Council. Yet, the formal instruc- 
tions for sending out a letter of notification to the chief ministers were 
never issued.^® 

Mrs. Gandhi’s decision to “do nothing” until after the elections had 
profound repercussions for the fate of the planning approach. As early as 
August 1966, shortly after the difficult meeting with the National Devel- 
opment Council, the prime minister instructed Asoka Mehta to circulate 
a memorandum to members of the Commission, indicating her inten- 
tion to dissolve the existing Commission and reconstitute its membership 
within a year, by August 1967.^^ Postponement of the Fourth Plan there- 
fore implied that the final version would be formulated without partici- 
pation of the leading architects of Nehru’s development strategy.^’ In- 
deed, by the end of 1966, it was clear that the changes contemplated ex- 
tended beyond the matter of personnel. The structure and functioning of 
the Planning Commission was called into question with the govern- 
ment’s decision to create a special study team under the Administrative 
Reforms Commission charged with studying the “planning organization 
and procedures of the Centre and the States and the relationship of the 
Planning Commission at the Centre and the planning agencies in the 
States with other agencies.” The study team was charged to “ascertain 
facts, locate the principal problem areas, examine solutions for the prob- 
lems and make recommendations to improve the working of the plan- 
ning process.”^® 

The results of the 1967 elections,®^ which stunned the Congress 
party (see Chapter Nine), made G. D. Birla’s prepoll warnings sound 
prophetic. Congress was returned to power at the Center, but with a 
greatly reduced margin. Accustomed to governing with an unshakable 
majority of well over 100 seats, the party resumed the tasks of national 
leadership after 1967 with only 25 seats to spare. At the state level, the 
Congress debacle was even greater. The party lost a total of 264 scats in 
the legislative assemblies to opposition candidates. In eight states — 
Bihar, Kerala, Madras, Orissa, Punjab, Rajasthan, Uttar Pradesh, and 
West Bengal — they failed to win legislative majorities. 

Interview, Tarlok Singh, Princeton, December 13, 1969; also see Ecoiwmic and Political 
Weekly, Annual Number, February 1967. 

Interview, Asoka Mehta, New Delhi, June 12, 1973. 

P. C. Mahalanobis, the architect of the plan approach during the Second Plan was then 
a member of the Planning Commission. Tarlok Singh, who played a major role in drafting 
the first three plans and also served as advisor on agricultural strategy was then member- 
secretary of the Planning Commission. 

Administrative Reforms Commission, Report of the Study Team. Machiner)' for Plan- 
ning, Final Report (New Delhi, December 1967), introduction, pp. ix-x. 

See AICC, The Fourth General Elections, A Statistical Analysis, pp. 2-3. 
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Even more encouraging to the business community, the major bene- 
ficiaries of Congress losses in terms of seats won were the Swatantra 
party and the Jan Sangh. In the Lok Sabha, Swatantra increased its stand- 
ing from 18 seats in 1962 to 42 seats in 1967, and emerged as the largest 
opposition party. The Jan Sangh, now second only to Swatantra, simi- 
larly improved its performance from 14 seats won in 1962 to 35 seats 
won in 1967. By contrast, the CPI, which since 1952 had enjoyed the 
position of largest opposition party, slipped to fourth place overall (be- 
hind Congress, Swatantra, and Jan Sangh) in the aftermath of the 1964 
split that divided communist supporters between the CPI and the CPI 
(Marxist). At the state level, similarly, Swatantra and Jan Sangh, of the 
national parties, emerged as the major beneficiaries. Swatantra improved 
its overall position from 171 seats won in 1962 to 256 seats captured in 
1967. The Jan Sangh made even greater gains, from 116 seats in 1962 to 
268 seats in 1967. Together they won more than twice the number of 
legislative assembly seats as the two communist parties. Except in Kerala 
and West Bengal, moreover, where communist-led electoral alliances 
succeeded in forming state governments, the Swatantra and/or Jan Sangh 
came to power as constituent members of multiparty coalition govern- 
ments. 

Expectations of business leaders that such circumstances would bring 
about a “better Cabinet, practical and interested in increasing produc- 
tion” were realized in at least one important respect. The election results, 
which created alarm among Congress leaders about the prospects for 
political stability at the Center, resulted in efforts to arrange a close work- 
ing relationship between the two rivals for power inside the party, Mrs. 
Gandhi and Morarji Desai. Desai’s condition for entering Mrs. Gandhi’s 
new government was nothing less than number two position in the Cab- 
inet as home minister. Mrs. Gandhi, reluctant to affront Y. B. Chavan by 
removing him from that post, proposed to solve the problem by naming 
Desai minister of finance, but with the additional title, deputy prime 
minister. From that position, and during the period when the reorgani- 
zation of the Planning Commission was in progress, Desai assumed the 
dominant role in the formulation of economic policy. The triumvirate of 
Mrs. Gandhi’s first year in power was disbanded. Sachin Chaudhuri was, 
of course, replaced by Desai as finance minister. Subramaniam, one of 
the scores of Congressmen defeated in the 1967 polls, temporarily left 
government and was succeeded byjagjivan Ram as minister of food and 
agriculture; and Asoka Mehta was named minister of petroleum and 

Interview, Morarji Desai, New Delhi, August 30, 1973. The demand was consistent 
with Desai’s position since the succession of Shastri that he would only rejoin the govern- 
ment at the same rank of “number two next to the prime minister” he had achieved under 
Nehru. His own estimate of the power structure in 1967 was that this required appointment 
either as home minister or deputy prime minister, since finance was a “thankless job. 
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chemicals while serving as interim head of the Planning Commission. 

The new Planning Commission, constituted in September 1967, re- 
flected Desai’s growing influence. Despite the preference of Asoka Mehta 
and others for Subramaniam as the new deputy chairman, Desai’s choice 
for the post, D. R. Gadgil, was selected. Gadgil, a prominent economist, 
was a well-known critic of the Planning Commission who attributed 
glaring economic failures to the low level of technical competence of the 
members. According to the new deputy chairman, the planners lacked 
expertise to carry out rigorous examinations of the validity and internal 
consistency of key physical estimates in the plans. This neglect of techni- 
cal and empirical examination of the relationships between targets, out- 
lays, quantities of essential inputs, and sectoral requirements was associ- 
ated in Gadgil’s mind with the political character of the Commission. It 
was his own firm conviction that the Planning Commission should func- 
tion solely as an expert advisory body to make recommendations exclu- 
sively in terms of economic feasibility to be evaluated by the appropri- 
ate — and separate — political authority, cither the concerned ministry or 
the Cabinet. Indeed, Gadgil went further than Asoka Mehta in arguing 
for a complete separation between the government and the Planning 
Commission in order to eliminate the “unnatural kind of prestige and 
importance” attached to the planners’ decisions. 

Gadgil was, in fact, persuaded to accept appointment as deputy chair- 
man only after receiving assurances of full scope for reorienting the plan- 
ning process around technical and advisory functions concerned solely 
with objectives of advancing growth. Accordingly, the men he recruited 
to fill the empty posts on the Commission were selected to emphasize its 
changing role from a “political” to an “expert” body. They included R. 
Venkataraman, former industries minister of Madras state, who had 
earned a reputation for attracting private investment to Madras; B. Ven- 
katappiah, a retired ICS officer and former deputy governor of the Re- 
serve Bank with expertise in agricultural credit; Nag Chaudhuri, a physi- 
cist and former director of the Institute of Nuclear Research. Calcutta; 
and Pitambar Pant, the former head of the Planning Commission’s Per- 
spective Planning Division. The appointment as secretary of B. D. 
Pande, another ICS officer, completed the roster. Mrs. Gandhi, in her 
capacity as prime minister, continued to act as chairman of the Commis- 
sion. Morarji Desai was the only other member of government to be ap- 
pointed ex-officio member. 

The reconstitution of the Planning Commission effectively eliminated 
all remaining opposition inside the central government to the liberal cco- 

Gadgil wrote extensively about the shortcomings of the Planning Coniniission and his 
recommendations for reform. See D. R. Gadgil, Plamiim; aiui Economic Policy in Imlia, pp. 
88 - 111 . 
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nomic policies set in motion during the Shastri years. Within months, 
moreover, the Planning Commission lost much of its authority to set 
priorities for the allocation of plan resources at the states. 

The final report of the Administrative Reforms Committee (ARC), 
published in March 1968, recommended a series of changes in the func- 
tions and scope of planning that aimed at dismantling most of the mech- 
anisms of central control over the allocation of investment outlays at the 
state level developed during the Nehru years. According to the ARC, the 
Planning Commission was in the future to be constituted exclusively as 
an expert advisory body, with responsibihties “only for formulating the 
objectives, laying down priorities, indicating sectoral outlays, fixing 
basic targets and approving main programs.”**^ These tasks were cir- 
cumscribed by the provision that detailed work in the formulation of the 
Plan should proceed in the light ofguidehnes given by the National De- 
velopment Council. The Planning Commission was to present 
minimum and maximum rates of growth along with the pohcy implica- 
tions of each for the investment program, including rates of domestic re- 
source mobilization and the likely availability of foreign exchange from 
exports and aid. The NDC would then decide on the broad magnitudes 
of the plan program, taking into account “the extent to which they 
would be prepared to go in discharge of that responsibility, particularly 
in matters which would involve sacrifices on the part of the people.”'*^ 
Once having received the NDC’s guidehnes, the Planning Commission 
could proceed to the formulation of the Plan, but this work was confined 
to “the broad aspects.” Detailed planning of programs and schemes 
within the sectors was to be carried out within the concerned central 
ministries by newly created “planning cells.” Manned by the ministry’s 
own technical and professional personnel, the planning cell was to oper- 
ate under the overall supervision of the secretary of the ministry — an or- 
ganizational innovation that transferred effective control of planning to 
the senior members of the bureaucracy. The almost total exclusion of the 
planners from the operational side of the planning process was under- 
lined by the recommendation to terminate the existing practice of having 
officers of the Planning Commission attend meetings of government 
committees concerned with the implementation of economic pohcies. 
Indeed, the ARC stressed that “not only should the Planning Commis- 
sion avoid getting involved in implementation, it should also see to it 
that no impression is created that it is getting so involved. All that is 
necessary is that the Commission should continuously be supphed with 
all the relevant information regarding the progress in the implementation 
of Plan policies and programmes. 

Administrative Reforms Commission, Machinery for Plawting, p. 34. 

«76id.,p. 8. ** Ibid., p. 35. 
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Similarly, at the state level, the task of plan formulation, involving an 
assessment of state resources, the determination of plan priorities, and 
the policies and measures necessary to implement plan programs was to 
be carried out by newly formed planning boards. The state planning 
boards, no less than the central Planning Commission, were also to be 
constituted as nonpolitical expert advisory bodies. Departmental plan- 
ning cells were to take operational responsibility for preparing detailed 
schemes and projects for inclusion in the Plan. 

More crucial, the ARC went beyond recommendations for decen- 
tralizing the planning process to proposals for transferring effective 
decision-making powers over the content of plan programs in the matter 
of state subjects from the Center to the states. Citing “the need for allow- 
ing full initiative and freedom of action to the States, they echoed the 
chief minister’s arguments in favor of new rules for allocating central as- 
sistance that virtually ended the Planning Commission’s dominant role. 
According to the ARC, the total amount of central assistance to be given 
each state should be settled at the outset. Subsequently, the bulk of all 
grant aid and all loans was to be made available as bloc grants and loans 
that could be freely distributed by the states among all schemes according 
to local priorities. The earmarking of funds for specific programs was to 
be confined to centrally sponsored schemes, and these were restricted to 
a “minimum number” having “basic national importance.”"’'' 

Finally, citing the diminished responsibilities of the Planning Com- 
mission under the new organizational pattern, the ARC discovered sub- 
stantial opportunities for reducing the Commission’s annual expendi- 
ture. It suggested that under the new machinery for decentralized plan- 
ning “the Commission can very well work with about half of its present 
staff strength.”"” 

The recommendations of the Administrative Reforms Committee 
were rapidly carried forward, with the exception that Mrs. Gandhi, as 
prime minister, retained her position as chairman of the Planning Com- 
mission, and Morarji Desai, as finance minister, continued as a full 
member. But the Commission’s staff of economic investigators was re- 
trenched, and its special technical sections dismantled. Meanwhile, plan- 
ning cells were established in the central ministries, and directives went 
down to the state governments to set up planning boards, as well as dis- 
trict planning bodies. 

The major departure, and one that signaled the end of an era of na- 
tional planning, came with formal revision of the principles governing 

Ibid., p. 20. 

The Commission’s recommendations for changes in the principles of central assistance 
to the states are summed up ibid., pp. 30-31. 

‘‘’/fcW..p. 38. 
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relying mainly on foreign aid, particularly “U.S. imperialist aid” to 
finance development; and attacked the Draft Outline of the Fourth Plan 
for following the capitalist path in giving free play to market forces, 
“which means a free hand to foreign and Indian exploiters.”^ Both par- 
ties attached the highest importance to restoring the priority of capital- 
goods industries to the “pride of place” in Indian planning, and to ex- 
panding the public sector in order to achieve a commanding position for 
the state in economic development. Indeed, each party advocated exten- 
sive nationalization of key sectors in the economy, both to curb concen- 
tration of economic power in private hands, and to provide additional 
domestic resources for large public investment. The proposals included 
pledges for nationalization of banks, fo reign-owned industrial enter- 
prises, export and import trade, as well as state takeover of the wholesale 
trade in foodgrains. The CPI called for the break-up of the seventy-five 
largest business houses in the private sector and nationahzation of “some 
sections of private industry and capital,” including oil and petroleum, 
coal mining, nonferrous metals, electricity, cars, and trucks. The Marx- 
ists endorsed “nationalization of the concerns of monopolists and of 
such industry as is immediately necessary to the interest of the people. 

There was also general agreement on the agricultural strategy! Both 
parties concentrated on institutional change as the primary requirement 
of advance in agriculture, especially far-reaching redistribution of land. 
The Marxists, already committed to the organization of peasant revolu- 
tionary movements, were most detailed in calling for drastic reductions 
in rents; abolition of all cesses and taxes on uneconomic holdings; cancel- 
lation of debts; and “the taking over of the land of the big landlords and 
their distribution gratis among agricultural workers and peasants.”’ 

Both parties also explored the implications of a radical domestic pro- 
gram for India’s foreign pohcy. Both argued the necessity of ending de- 
pendence on American foreign aid, the Marxists going so far as to call for 
a moratorium on repayment of all outstanding loans until “we get out of 
the crisis.”® Both urged an “independent” foreign policy based on strong 
resistance to American aggression (with Vietnam in mind) and a policy 
of “firm friendship with the sociahst camp.”® The CPI registered its 
disapproval of Communist China in breaking away from the world 
communist movement, and reiterated its solidarity with the interna- 
tional socialist camp led by the Soviet Union. Indeed, as a technique for 
strengthening Indo-Soviet ties beyond soHdarity on questions of interna- 
tional affairs, and to reduce India’s dependence on the “world imperialist 
market,” the CPI advocated the progressive diversion of Indian trade (on 
the basis of rupee payments) toward the socialist states. 


^ Ibid., p. 47. 

Ibid., p. 64. 

® Ibid., pp. 70-71. 


® Ibid., pp. 46, 66. 
® Ibid., p. 63. 
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Most significant, the two parties served public notice they would no 
longer be willing to accept the constraints of the existing constitutional 
framework in pursuing their goals. On the contrary, they gave warning 
of a concerted attempt to change the rules of the political game. Two 
bulwarks of the conservative social order protected by the constitution 
were singled out for attack — the privileges of former princely rulers and 
the prerogatives of the British-trained members of the Indian Civil Serv- 
ice, many of whom had occupied top administrative posts since Inde- 
pendence. In the first case, they pledged to annul all constitutional 
guarantees for the princes; in the second, to enforce the immediate re- 
tirement of all ICS officers, overriding constitutional guarantees of 
tenure. 

An even more far-reaching attack on fundamental principles of the 
constitution was launched in a challenge to the preeminent position of 
the Center under the federal division of powers. The major target of the 
combined left assault was the provision allowing proclamation of Presi- 
dent’s Rule in any state after determination that conditions existed that 
prevent the government from carrying out its constitutional respon- 
sibilities. Both leftist parties strongly insisted on abolition of the 
emergency powers of the president. They argued that only parliament 
should be able to declare a national emergency, and then solely in the 
event of foreign invasion. Nor was the central government to continue 
to use the Defense of India Rules or acts of preventive detention to arrest 
persons suspected of subversion. Finally, the two parties advanced pro- 
posals for fundamental change in the electoral system. Both gave highest 
priority to ending the system of single-member constituencies based on 
plurality vote, and proposed to replace it with the principle of propor- 
tional representation. This was not all. The Marxists, at least, did not 
hesitate to say they would use nonelectoral and extraparliamentary tech- 
niques to enforce these changes. Declaring that the road to socialism 
would be opened only through “the establishment of a State of People’s 
Democracy, replacing the present bourgeois-landlord state led by the big 
bourgeoisie,” they argued this could be achieved only by developing 
“determined mass struggle.”^® 

The two parties, moreover, were encouraged by considerations of 
political expediency to overlook their differences on questions of strategy 
and tactics. The CPI still endorsed an approach to winning political 
power that aimed at participation in a national coalition. The 1964 party 
congress accepted the leadership’s program for “united front from 
above tactics” to bring together all the “patriotic forces in the country, 
including the working class, the entire peasantry, the rich peasants and 
the agricultural laborers, the intelligentsia and the non-monopolist bour- 
geoisie” in a National Democratic Front. The core of the united front 

'0 Ibid., p. 75 . 
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from above tactic was, in fact, a coalition with the “progressive section 
of the Congress” in order to attract the “vast mass following of the 
party” — stiU the largest electoral force in the country. CPI theoreticians 
envisaged that the NDF could come to power either through an electoral 
aUiance with Congress or a spht inside the party that would force its left 
wing to bring communists into the central government in order to main- 
tain a majority. The leadership of the CPI (Marxists), by contrast, were 
just as firmly convinced of the necessity of replacing the existing 
“bourgeois-landlord” government of the Congress party as a basic pre- 
condition for carrying out radical economic and social change. They 
were powerfully influenced by the Kerala experience and the failure of 
the communist-led ministry to convert the governmental machinery into 
an instrument of sociaHst transformation once the Congress-controlled 
central government invoked emergency powers to impose President’s 
Rule. The Marxists rejected any possibihty of a coalition with elements 
of the ruling party. They were, on the contrary, convinced that left par- 
ties joining a national coalition in cooperation with the Congress would 
be submerged by the dominant bourgeois elements. 

Yet each party encountered serious constraints in carrying out its pre- 
ferred approach under conditions of the 1967 elections. The CPI found it 
impossible to pursue its goal of a National Democratic Front in the face 
of the refusal by Kamaraj as Congress party president to consider enter- 
ing into discussions of an electoral alliance. At the same time, evidence of 
internal decay inside the ruling party prompted reassessment of the tactic 
of an anti-Congress alliance. Under the new conditions, it offered a 
promising method of eroding Congress strength to the point that the na- 
tional leadership would have little choice but to seek communist allies 
against both extremes of the right and left. The CPI leadership even 
speculated that such an alliance might “prepare the ground for a new 
alignment at the Centre which will halt the present trend and make pos- 
sible decisive policy shifts toward the left.”^^ The Marxists, for their 
part, conceded that a left front could not come to power at the Center in 
the absence of Congress support. They therefore assigned primary im- 
portance to strengthening the regional bases of communist power in 
Kerala and West Bengal, and to forming “People Democracies” at the 
state level. According to CPI(M) theoreticians, the correct road to power 
at the Center lay through formation of as many left united front state 
governments as possible, in order to increase poUtical pressure for con- 

“The Programme of the Communist Party of India, as Adopted by the Seventh Con- 
gress of the Communist Party of India,” Bombay, December 13-23, 1964 (New Delhi, 
1965). Cited in Marcus F. Franda, Radical Politics in West Bengal, pp. 216-17. 

“The Present Political Situation,” Resolution of the National Council of the Com- 
munist Party in India, Hyderabad, June 9-15, 1966 (New Delhi, July 1966). Cited in Fic, 
Kerala, Yenan of India, p. 345. 
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cessions to greater state autonomy. The electoral strategy required by 
this approach was one of alignments with all groups and parties willing 
to fight against Congress, so that “the opposition vote may not get split 
and the defeat of the Congress party may be ensured in the maximum 
number of constituencies thereby facilitating the formation of alternative 
governments wherever possible. At the outset, the CPI(M) hoped to 
protect the united front ministries from central intervention by working 
within the limits of the constitution to press for recognition of trade 
unions, unemployment relief, minimum wages for agricultural laborers, 
and legislation for redistribution of land, all at the same time as they edu- 
cated public opinion about the obstacles to fundamental social reform 
under the existing distribution of Central and state powers. Gradually, 
by expanding its organizational capability for militant agitations and 
extraparliamentary campaigns, the Marxists aimed at building the poten- 
tial in a number of states for mass movements among the peasantry and 
workers that would bring irresistible pressure on the central government 
for structural change. 

Serious discussions of electoral adjustments between the two com- 
munist parties got underway by July 1966. The consultative committees 
of the left opposition parties agreed to avoid mutual contests in as many 
constituencies as possible. Prediaable differences between the two par- 
ties over the correct assessment of the relative strength of each in the 
constituencies to be contested imposed limitations on the agreements 
reached. In Andhra, negotiations completely broke down. The rivals 
did, however, achieve significant cooperation in their regional strong- 
holds of Kerala and West Bengal. In Kerala, where the 1965 elections had 
already demonstrated the superior relative strength of the CPI(M) over 
the CPI, negotiations were faciliated by the willingness of the latter to 
accept a subordinate position in conceding the returns as the basis of al- 
locating seats between the two parties. 

Negotiations in West Bengal proved more difficult. The CPI, which 
had taken the lead since 1952 in promoting leftist electoral coalitions, re- 
fused to accept the CPI(M)’s claim that it was much the stronger party as 
measured by the yardstick of organizational strength. While negotiations 
for a united front including the two parties eventually broke down, sub- 
stantial progress was made in reducing the area of mutual contest. Ulti- 
mately, two electoral coalitions were created: the United Left Front, a 
seven-party alignment dominated by the CPl(M); and the Peoples 
United Left Front, in which the CPI played a leading role. Confrontation 
between members of the ULF and the PULF was limited in practice to 
about one-third the constituencies of the state. The CPI and CPI(M) en- 
gaged in direct conflict in only thirty-eight constituencies — approxi- 

“On Ideological Discussion,” People’s Democracy , 2:36 (June 26, 1966). 
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mately fifteen percent of the total — representing communist strongholds 
neither party was prepared to concede to the other. From the point of 
view of the CPI, moreover, the creation of the PULF represented an his- 
toric turning point. The CPI’s major partner, and in fact the dominant 
member measured by the allocation of seats, was the Bangla Congress, 
the first rebel Congress group ever to be willing to cooperate with a 
communist party to defeat its parent organization. The CPI, heralding 
the event as dramatic proof of the correctness of its long-term strategy, 
predicted this type of coalition would ultimately project the communists 
into power at the Center and in the majority of states. 

Conservative groups enjoyed more modest success in overcoming 
their differences to strike advantageous alliances. Nevertheless, 
Swatantra did manage to arrange limited electoral adjustments in 
Madhya Pradesh with Congress defectors, the Jan Sangh, and regional 
groupings; found a congenial ally in Orissa in the Jan Congress; and 
joined the DMK-led electoral alhance in Madras. It also enjoyed other 
advantages. In Rajasthan, Madhya Pradesh, Bihar, and Gujerat, the de- 
fection of influential princes from the Congress party often meant a 
groundswell in support for Swatantra. Most important, the business 
community organized in FICCI met for the first time since Independ- 
ence to consider a proposal for creating a large election fund to support a 
business party. Although the larger business houses eventually vetoed 
the idea as unnecessarily provocative, and FICCI did not openly endorse 
any party, the result was a substantial intervention by its membership on 
behalf of individual candidates, most of whom were running on the 
Swatantra ticket. As funds were channeled to the Swatantra party, 
moreover, financial contributions from the business community to Con- 
gress sharply declined. Even those funds contributed to Congress were 
not offered through the party’s Central Election Committee, as in the 
past, but to individual central and state leaders prepared to promise more 
direct influence to the business community over the formulation of gov- 
ernment policy. 

Meanwhile, the Swatantra and Jan Sangh attempted to find common 
ideological ground that might serve as the basis for more extensive coop- 
eration in the future. The election manifestoes of both parties^® revealed 
growing convergence on major principles of economic policy. Asserting 
that the priorities, techniques, and strategies of the five-year plans had 

John Osgood Field and Marcus F. Franda, "The Communist Parties of West Bengal,” 
in Myron Weiner and John Osgood Field, eds.. Electoral Politics in the Indian States, Vol. 1, 
45-46. 

See Stanley A. Kochanek, “The Federation of Indian Chambers of.Commerce and In- 
dustry in Indian Pohrics,” Asian Survey, 11:9 (September 1971), 866-85. 

The election manifestoes of the Swatantra party and the Jan Sangh are published in 
India Votes, pp. 19-32. 
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dismally failed in improving facilities and employment for the common 
man, the two parties proposed to rely primarily on incentives to private 
investment for the achievement of development goals. They endorsed 
the new strategy in agriculture, recommending, in addition, assurances 
to cultivators against any changes in land tenure laws, either to lower 
ceihngs on landownership or introduce cooperative farming. Swatantra, 
underlining the necessity of following a predominately free enterprise 
approach in industry, reiterated its longstanding view that government 
should confine itself to providing “infrastructure” — power, highways, 
railways, waterways, ports, posts, telegraphs, and telephones. The Jan 
Sangh, in turn, moved closer to this position, stressing the general prin- 
ciple that “while assigning responsibility for developing a particular in- 
dustry the government should be guided by merit rather than doctrinaire 
principles of socialism.” The party leadership went further, moreover, to 
declare that during the three plans the public sector had already expanded 
so much that it mainly needed “consolidation.” Except in power, min- 
eral oils, and defense industries, ordinarily “no program of expansion in 
the public sector should be undertaken for some years to come.”’’ The 
consensus extended to negative recommendations, as well. Neither party 
favored nationalization, whether of the banks or any other section of pri- 
vate industry or trade. Both opposed physical controls to regulate prices, 
and preferred to rely on monetary and fiscal measures. Each argued for 
the delicensing of a wide spectrum of industrial enterprises, with 
Swatantra calling for the complete end of “Pcrmit-Quota-Liccnse Raj.” 

There were some areas of difference, although mainly in emphasis. 
The more militantly nationalistic Jan Sangh was less enthusiastic than 
Swatantra about taking further Western aid or inviting foreign equity 
capital to play a significant role in developing Indian industry. Yet, while 
cautious about greater economic dependence, the Jan Sangh, concerned 
about providing a defense against Pakistan and China, and committed to 
liberating occupied areas, did see some merit in Swatantra’s view that 
“proper defense alliances with reliable powers were necessary to deal 
with the realities of the international situation.”’® The Jan Sangh, observ- 
ing that “non-alignment can neither be our creed nor a permanent basis 
of our foreign policy,” recognized that “when we are aggressed we must 
have allies.” Their solution was to “follow an independent foreign policy 
and enter into bilateral alliances with countries irrespective of their al- 
legiance to the two power blocs on the basis of reciprocity and mutuality 
of interest.”’® 

The most revealing, because obvious, attempt of the two parties to 
achieve a common approach came in Swatantra’s special statement on the 

”/W.,p. 29. *»/iW..p. 17. 
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role of religion in Indian development. While restating its support for the 
right to religious freedom guaranteed by the constitution, Swatantra 
nevertheless argued the necessity of strengthening moral and spiritual 
values as a motive and sanction of “right conduct” more powerful than 
any provided by the laws and regulations of the state. In what appeared 
to be a startling departure from secular norms, it went on to link the 
commitment of restoring religious values to their “legitimate place in 
life,” with pursuit of spiritual goals defined in traditional Hindu terms of 
dharma. Swatantra concluded its election manifesto, in fact, with special 
recognition of the “role of Dharma as a God-oriented inner law to be 
resuscitated and welcomed and fostered by the Government of the coun- 
try,” and assured the voters that it “seeks to restore to the body politic 
the Gandhian principle of giving first priority to the rule of Dharma as 
the true basis for enduring moral progress and material prosperity.”^® 

On the eve of the 1967 elections, neither the left nor the conservative 
opposition any longer felt politically inhibited from launching an open 
attack on the basic principles of policy set down by the national leader- 
ship under Nehru’s direction. On the one hand, the leftist parties, seek- 
ing legitimacy by identifying themselves with Nehru’s socialist goals as 
embedded in the official program of the Congress party, questioned the 
very possibility of implementing them through the constitutional frame- 
work. Instead, they demanded sweeping changes to facilitate confisca- 
tion of the property of the industrial and landed classes. The Marxists 
were prepared to rely on taaics of extraparliamentary “mass struggles” 
as the major instrument for bringing about the pressure from below 
that would provide the sanction for radical social change. The CPI hoped 
to capture power at the Center through a National Democratic Front of 
antiimperialist, antifeudal and antimonopolist elements, in a transitional 
arrangement leading to the exclusive leadership of “the working class.” 
On the other hand, the Swatantra party and the Jan Sangh, professing 
allegiance to the democratic political processes enshrined in the constitu- 
tion, rejected virtually aU the substantive social goals Congress pledged 
to achieve through gradual and peaceful change, including planned de- 
velopment, socialism, secularism, and nonalignment. 

The Congress party, immobilized by internal personal and factional 
disputes, did not even try to present a coherent defense of its policies or a 
new strategy for improving on past failures in implementation. The elec- 
tion manifesto (drafted by a subcommittee of the Working Committee, 
headed by Mrs. Gandhi and Kamaraj) did little more than reiterate sup- 
port for the old principles of planning, socialism, secularism, democracy, 
and nonalignment, while attempting to placate dissidents inside the party 


^°Ibid.,pp. 18 - 19 . 



CRISIS OF STABILITY 


353 


at both ends of the ideological spectrum. In an effort to conciliate critics 
of planning, the manifesto avoided any mention of the Draft Outline of 
the Fourth Plan as the main economic program of the party. At the same 
time, it tried to mollify the strident socialist minority who pressed for a 
specific commitment to bank nationalization by a compromise pledge to 
“bring most of these banking institutions under social control in order to 
serve the cause of economic growth and fulfill our social purposes more 
effectively.”^^ As before, the platform of the Congress party was largely 
irrelevant to its electoral strategy. More than ever, it relied on its now 
reduced political capital earned during the leadership of the nationalist 
movement, and on the mass appeal of a national leader identified with 
those glorious days by her direct personal link with Nehru’s charisma. 
Political observers, assessing the prospects of the Congress party in the 
1967 election, raised the same general question: “Will [Mrs. Gandhi] as 
her father so very often did before her, so charm the crowds, reaching 
out to them over the heads of the party bosses and faction leaders, that 
the party admits she is indispensable to it.”^^ 

In the event, Mrs. Gandhi’s link with Nehru’s rule proved too weak to 
reverse the downward trend in popular support for the Congress party. 
Its share in the total vote for the Lok Sabha dropped to 41 percent, down 
almost 4 percent from 1962. The percentage of voter support for Con- 
gress at the state level declined to 42 percent, down over 3 percent from 
the previous poll. Changes in the distribution of voter support among 
critical elements of the electorate, first apparent in 1962, were reinforced 
in 1967. According to the analysis prepared by the Indian Institute of 
Public Opinion, “the broad generalization remains true that the young, 
the ‘under-matrics’ and the lowest income groups have been since 1962 
or even earlier rewriting their basic loyalties to the Congress. The 
party could win only one out of four additional votes polled at the na- 
tional level in 1967, compared to one in three in 1962. The dominant 
trend in the states reflected the same pattern — a declining share in addi- 
tional votes cast over 1962 levels — with the three exceptions of Madhya 
Pradesh, Rajasthan, and Uttar Pradesh.^'* 

Survey data, while limited in extent, strengthened the general impres- 
sion of progressive erosion in the Congress vote among groups that had 

The manifesto of the Indian National Congress is published in Chandidas ct al., India 
Votes, pp. 5-19. The pledge to establish social control of banks is found on p. 8. 

Pran Chopra, “The Next Hundred Days of Mrs. Gandhi,” The Statesman, November 
28, 1966. 

Indian Institute of Public Opinion, Afotit/i/y Pnli/ir Opiiu'oM Siiri’cyr, 139, 140, 7*11, Vol. 
XII, Nos, 7, 8, 9 (April, May, June 1967), 3. 

Ibid., p. 12. 
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provided the broad base of the party’s following. Between 1957 and 
1967, the level of support for Congress among the lowest income 
groups, the uneducated, and religious minorities all showed a decline. In 
addition. Congress was faihng to attract the younger generation who 
came of voting age in the post-Independence period as the part^'^’s vote in 
the age group between 21 and 35 deteriorated.^^ There were other dis- 
turbing trends. In the cities, the vote for the Congress party, which had 
remained relatively stable during the previous three national eleaions, 
plunged downward in 1967 for the first time. The major opposition par- 
ties, both of the right and left, increased their poU at the expense of Con- 
gress rather than independents and small opposition parties. The greatest 
gains were registered by the Jan Sangh, which sharply increased its vote 
in the urban centers of the Hindi region, and also expanded into the 
urban constituencies of Andhra and Maharashtra. The communists, 
meanwhile, made modest increases in West Bengal and Bihar. In the 
urban areas, at least, in a pattern apprehended by some Congress 
socialists, the electorate was becoming polarized around the Communist 
parties on the one hand, and the communal and conservative parties on 
the other, while Congress appeared as the party of the “center,” fighting 
both extremes from a contracting base of support. 

More dramatic than any statistical trends or survey data in creating 
the impression of precipitous decline were the defeats suffered by the 
most prominent leaders of national and state governments and party or- 
ganizations. At the Center, nearly a dozen central ministers and deputy 
ministers were repudiated at the polls, including the prime minister’s 
closest economic advisers, C. Subramaniam, minister of food and ag- 
riculture, and Sachindra Chaudhuri, finance minister. In addition. Syn- 
dicate boss S. K. Patil, powerful head of the Bombay party organization 
then serving as railways minister, also went down to defeat, as did Syn- 
dicate member Atulya Ghosh, who lost his Lok Sabha seat from West 
Bengal. “In a class by itself,” however, was the “fantastic fall of Mr. 
Kamaraj hitherto considered invulnerable,”^’ defeated in his home-town 
Madras constituenc^^ At the state level, the casualty lists were similarly 
headed by leading party figures including chief ministers, among them 
K. B. Sahay of Bihar; P. C. Sen of West Bengal, and Bhaktavatsalam of 
Madras. 

Most spectacular of all was the disastrous loss of seats by the Congress 
party, both at the Center and in the states. Not only did the party’s 
decline in average vote level erode its capacity to win plurahties in multi- 

25 Ibid., p. 23. 

2* M^Ton Weiner and John Osgood Field, “India’s Urban Constituencies” in Weiner and 
Field, eds.. Electoral Politics in the Indian States, vol. 3. 

22 Inder Malhotra, “India’s Voters Throw Out the Old-Timers,” The Statesman, Febru- 
ary 24, 1967. 
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lateral contests, but the electoral impact of its waning popularity was 
magnified by alliances among opposition parties that reduced the frag- 
mentation of the anti-Congress vote. Under these conditions, a relatively 
small decrease of 4 percent in the Congress party’s vote for the Lok 
Sabha produced a loss of over 21 percent in seats. A comparison of per- 
centages of total votes polled and seats won by each major party in the 
1962 and 1967 elections presented in Table 9-1 shows how the small 
aggregate shift in voter preference away from Congress benefitted al- 
most all opposition parties, including independents, with only small 
splinter groups suffering significant losses. 

The combination of declining average vote levels and alliances among 
opposition parties produced a much more serious debacle in the states. 
The party was reduced to a minority in the legislative assemblies of 
Kerala, Madras, Orissa, Punjab, Rajasthan, Uttar Pradesh, and West 
Bengal. In four of the eight states in which Congress was defeated, the 
party suffered large declines of voter support, as shown in Table 9-2, 
ranging from —6.3 percent in West Bengal to —8.2 percent in Punjab, 
—8.5 percent in Bihar, and —12.5 percent in Orissa. In Uttar Pradesh, 
where the votes polled by Congress decreased between 1962 and 1967 at 
a more modest rate of —4.2 percent, the decline, coming on top of a pro- 
gressive erosion in popularity from a peak of 47. 9 percent in 1952, had an 
equally unfavorable effect. 

The magnitude of the defeat suffered by the Congress party was not, 
however, explained simply by the decrease in votes polled. Another 
critical factor was the presence — or absence — of opposition election al- 
liances. In the states in which Congress polled less than 40 percent of the 
popular vote, the decrease in its percentage of seats relative to the decline 
in its percentage of votes was higher where the opposition had arranged 
electoral adjustments. In Bihar, Punjab, and Uttar Pradesh, where the 
Congress faced a divided opposition, its percentage loss of votes was re- 
flected in seats lost by multiples of2, 1.3, and 2.6, respectively. In Orissa, 
where Congress confronted the Swatantra-Jan Congress alliance, its loss 
of seats relative to the decrease in its popular vote was multiplied by a 
factor of 3. The most dramatic example of the multiplier effect occurred 
in Kerala, where the left parties, concentrating on local strongholds, 
transformed relatively small popular followings into much larger pro- 
portions of seats. Although the distribution of the popular vote among 
the Congress and the individual opposition parties changed very little be- 
tween 1965 and 1967 — with Congress actually registering a slight in- 
crease in its poll — the seven-party united front coalition led by the 
CPI(M) and the CPI inflicted very large losses on the Congress party, at 
the same time as it won spectacular gains for the communists. As shown 
in Table 9-3, the Congress party, which improved its poll from 33.5 per- 
cent in 1965 to 35.4 percent in 1967, suffered a devastating loss of seats 



TABLE 9-1 


Percentage of Total Vote Polled and Seats Won 
by Major Parties in the Lok Sabha Elections, 1962 and 1967 


Name of 
party 

Votes 

polled 

1962 

% 

Votes 

polled 

1967 

% 

Seats 

won 

1962 

% 

Seats 

won 

1967 

% 

Congress 

51 ,509,084 

44.72 

59,538,197 

40.92 

361 

73.07 

284 

54.60 

Swatantra 

9,085,252 

7.89 

12,332,316 

8.48 

18 

3.64 

42 

8.08 

Jan Sangh 

7.422,766 

6.44 

13,693,682 

9.34 

14 

2.83 

35 

6.73 

CPI 

11,450,037 

9.94 

7,063,115 

4.85 

29 

5.87 

23 

4.42 

CPI(M) 

— 

— 

6,502,608 

4.47 

— 

— 

19 

3.65 

Sociahst* 

3,099,397 

2.69 

— 

— 

6 

1.21 

— 

— 

SSP* 

— 

— 

7,223,499 

4.96 

— 

— 

23 

4.42 

PSP 

7,848,345 

6.44 

4,480,224 

3.05 

12 

2.43 

13 

2.50 

DMK 

2,315,610 

2.01 

5,524,514 

3.79 

7 

1.42 

25 

4.82 

Other parties 

12,795,579 

11.11 

8,226,276 

5.66 

27 

5.46 

13 

2.50 

Independents 

12,749,813 

11.08 

21,044,892 

14.47 

20 

4.05 

43 

8.27 


Source; Indian National Congress, Tlie Fourth General Elections, A Statistical Analysis 
(June 1967), pp. 2-3. 


* The Socialist party, led by Rammanohar Lohia, was organized on the eve of the 1962 
elections by defectors from the PSP. Subsequently, in 1964, Lohia’s Socialists and the PSP 
briefly merged to form a united socialist party, the Samuykta Socialist party (SSP). This 
merger unraveled in February 1965 when disgruntled elements decided to reconstimte 
themselves as an independent parry. The Socialists retained the name of the briefly united 
Sociab'st parr\’. 


TABLE 9-2 

Decrease in Percentage of Votes Polled and Seats Won 
by the Congress Part)”^ in the 1967 State Assembly Elections 


States 

% of votes 
polled in 
1962 

% of votes 
polled in 
1967 

Increase 

or 

decrease 
in % of 
votes 

%of 

seats 

iron in 

1962 

%of 

seats 

won in 
1967 

Increase 

or 

decrease 
in % of 
seats 

Bihar 

41.35 

32.84 

—8.53 

58.1 

40.3 

-17.8 

Kerala* 

33.58 

35.40 

4-1.82 

27.1 

6.8 

-20.3 

Madras 

46.14 

41.49 

-4.65 

67.2 

21.4 

-46.0 

Orissa 

43.28 

30.73 

— 12.55 

58.6 

22.1 

-36.5 

Punjab 

45.63 

37.42 

-8.21 

57.5 

46.2 

-11.3 

Rajasthan 

40.02 

41.44 

4-1.42 

50.0 

48.4 

-1.6 

Uttar 

Pradesh 

36.33 

32.13 

-4.20 

57.9 

48.8 

-11.1 

West Bengal 

47.20 

40.97 

-6.32 

62.3 

45.4 

-16.9 

Source: AICC, The Fourth General Elections, p. i. 

* Percentage of vote for Kerala is given for the 1965 mid-term election. 
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TABLE 9-3 


Congress Party Performance Relative to Opposition Parties Contesting 
Individually in 1965 and as Part of the United Front in 1967 (Kerala) 


Parties 

1965 

Votes 

% 

Seats 

% 

1967 

Votes 

% 

Seats 

% 

Congress 

33.03 

21.Q1 

34.22 

6.77 

CPI(M) 

19.55 

30.08 

22.62 

39.01 

CPI 

8.02 

2.25 

8.24 

14.29 

Muslim League 

3.71 

4.51 

6.51 

10.61 

SSP 

8.00 

9.79 

8.08 

14.29 

RSP 

1.30 

— 

2.61 

4.51 

KTP 

1.19 

0.75 

0.65 

1.50 

KSP 

— 

— 

0.51 

0.01 

Sub-Total: opposition 





parties contesting 





separately and as 





part of United Front 

41.77 

47.38 

49.22 

84.22 

Kerala Congress 

13.11 

18.04 

7.31 

3.76 

Independents 

10.30 

7.51 

4.36 

4.51 

Others 

.27 

— 

1.29 

0.74 

Invalid 

1.52 


3.60 


Total 

100.00 

100.00 

100.00 

100.00 


Source: Victor M.Fic, Kerala, Yenaii of India, pp. 499, 518. 


which reduced its strength in the legislative assembly from over 35 
percent to 7 percent of the total. By contrast, the communist parties, 
which improved their performance at the polls from 27.5 percent in 1965 
to 30.6 percent in 1967 — still below Congress levels — managed to in- 
crease their share of seats in the legislative assembly by 11 percent, rais- 
ing their overall strength from 32 percent to 43 percent of the total. 
Combined with substantial gains in seats won by other members of the 
united front, the coalition that together won 49 percent of the popular 
vote was able to amass over 87 percent of the seats. 

The ability of opposition parties to use electoral alliances as efficient 
techniques for gaining a majority of seats, even when Congress sustained 
vote levels of more than 40 percent — levels that previously had been suf- 
ficient to win assembly majorities — was demonstrated in the three states 
of Rajasthan, Madras, and West Bengal. In Rajasthan, where Congress 
faced an informal Swatantra-Jan Sangh alliance, and actually improved 
its poll performance marginally over 1962 levels, its strength in the state 
assembly declined from 50 percent to 48.4 percent — sufficient to destroy 
its majority. The debacle was much worse in Madras. There, Congress 
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polled over 41 percent of the vote, a decline of less than 5 percent over 
1962 levels, but suffered a staggering loss of 46 percent in seats, gaining 
50 compared to 139 in the previous election. By contrast, the DMK, 
which also polled approximately 41 percent of the vote, was able to win 
138 seats, a clear majority in a House of 234, as head of an electoral al- 
liance that included Swatantra, CPI(M), PSP, SSP, and the MusHm 
League. 

Once again, however, it was the communist parties, this time in West 
Bengal, that demonstrated the greatest skill in using united front alli ances 
to gain a larger proportion of seats from a relatively fixed base of popular 
support, to prevent Congress from converting a substantial plurality into 
a majority of assembly seats. Indeed, in 1952, 1957, and 1962, Congress 
pluralities of 40 percent, 46 percent, and 47 percent, respertively, had 
been sufficient to form stable governments. On the basis of past experi- 
ence, the party’s vote in 1967 of 41 percent should have led to the same 
result. But this time the opposition was concentrated in the CPI(M) 
United Left Front, and the CPI-led Peoples United Left Front. The out- 
come, as shown in Table 9-4, was that Congress suffered a 17 percent 
loss of seats relative to its 6 percent loss in votes, winning only 127 seats 
out of 280 in the legislative assembly, to fall substantially short of a 
majority. The two Communist parties, by contrast, which won virtually 
the same proportion of the vote in 1967 as had the undivided CPI in 
1962, about 25 percent of the total, were able to improve slightly their 
combined strength from about 20 percent to 21 percent of seats, winning 
in 59 out of 280 contests. More important, by forming a coalition be- 
tween the two fronts after the election, they gained control of 45 percent 
of assembly seats — 126, or more then twice the number won by the two 
parties alone. Coopting the members of three nonelectoral front parties 
and one independent, the leftists succeeded in establishing the first non- 
Congress government in West Bengal and the second communist- 
dominated united front government in India since Independence. The 
victory, moreover, had wider imphcations. The CPI felt confirmed in 
the correctness of its general strategy for combining with Congress dis- 
sidents to rally mass support behind a progressive pohtical alignment fa- 
vorable to formation of a National Democratic Front. Indeed, Ajoy 
Mukherjee, the leader of the Congress dissidents and president of the 
Bangla Congress, was selected to form the new government as the only 
politican who could command support from communist and noncom- 
munist groups. 

Although the results of the 1967 elections revealed a dramatic erosion 
in the dominant position of the Congress party, the meaning of this de- 
cline for the ideological direction of Indian pohtics was less clear. The 
conservative parties, both absolutely and in terms of marginal rates of 
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TABLE 9-4 


Congress Party Performance Relative to Opposition Parties Contesting 
Individually in 1962 and as Part of the United Front in 1967 
(West Bengal) 


Parties 

Voles 

% 

1962 

Seals 

% 

Voles 

% 

1961 

Seats 

% 

Congress 

47.2 

62.3 

41.2 

45.3 

United Left Front 

CPI(M) 

— 

— 

18.1 

15.4 

SSP 

— 

— 

2.1 

2.5 

RSP 

2.5 

3.5 

2.1 

2.1 

sue 

.73 

— 

.72 

1.4 

Workers party 

.28 

— 

.34 

.009 

Forward Bloc 

(Marxist) 

.32 

— 

.41 

.003 

Total 

3.83 

3.5 

23.77 

21.41 

Peoples United Left Front 

Bangla Congress 

— 

— 

10.0 

12.1 

CPI 

24.9 

19.8 

6.5 

5.7 

Forward Bloc 

4.6 

5.1 

3.8 

4.7 

Total 

29.5 

24.9 

20.3 

22.5 

PSP 

4.99 

1.9 

1.88 

2.5 

Lok Sevak Sangh 

.72 

1.0 

.68 

1.8 

Gorkha League 

.40 

.008 

.45 

.007 

Jan Sangh 

.45 

— 

1.33 

.003 

Swatantra 

.57 

— 

.81 

.003 

Independents 

10.8 

4.3 

8.9 

4.0 


Sources: Victor M. Fic, Kerala, Yeiian of India, pp. 408-410; Marcus F. Franda, Radical 
Politics in West Bengal, pp. 116-118. 


growth, made the greatest gains. The Jan Sangh was, nevertheless, still 
predominately centered in urban areas and in constituencies confined 
mainly to the Hindi-speaking region. Swatantra, although more success- 
ful in rural areas, generally drew on traditional rather than modern con- 
servative sentiment, by continuing to build its electoral following on the 
vertical networks controlled by former princes and zamindars. The 
communist parties, by contrast, while increasing their overall support 
only modestly over 1962 levels, had succeeded in building regional 

The marginal turnout that calculates the distribution of additional valid votes cast 
from one elecrion to the next favored both the Jan Sangh and the Swatantra party in 1967, 
using the previous election in 1962 as a base of comparison. The ratio was highest for the 
Jan Sangh (3.27) followed by Swatantra (1.38). By contrast, the marginal growth rate for 
the Congress party was less than unity (.69). The Indian Institute of Public Opinion, 
Monthly Public Opinion Surueys (April, May, June 1967), p. 5. 
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strongholds that, when combined with shrewd manipulation of electoral 
alliances, carried communist-led United Front coalitions to power in two 
states. At the same time, in Madras, a regional party, the DMK, com- 
bined a militant anti-Hindi appeal with promises of subsidized rice for 
the cities and land redistribution in the countryside to build a political 
base among the urban poor and smaller farmers that effectively dislodged 
one of the best organized Congress party machines in India. 

On the whole, most observers agreed with the assessment of the In- 
dian Institute of Public Opinion that it was “almost impossible ... to 
read the choice of an ideology in the electorate’s choice except on the 
negative evidence that it is approving less and less of the Congress 
party. The AICC’s appraisal was similarly bemused. The official re- 
view found it pertinent to ask 

to what extent the manifestoes of the Congress and other parties in- 
fluenced the thinking of the electorate. It is the view of many com- 
petent observers that the ideologies as such or the manifestoes did 
not play a considerable part. The question is more complex than the 
answer would suggest. The country is broadly familiar with Con- 
gress thinking and had by and large accepted its basic stand in regard 
to many vital issues. The anti-Congress vote did not exactly repre- 
sent opposition to the Congress ideology. It is true that opposition 
parties, particularly the Jan Sangh, the Swatantra and the Com- 
munists stand for views and policies which are far from identical 
with the views and policies of the Congress in many vital matters. 
But a vote for the Jan Sangh was not necessarily a vote for the Jan 
Sangh ideology nor was the vote for the Swatantra necessarily a vote 
for the ideology of the Swatantra party. This was also true to a con- 
siderable extent of the Communist parties. There were certainly sec- 
tions among voters for those opposition parties who supported the 
ideologies which these parties preached but there were those among 
their supporters who just wished to express their resentment against 
the Congress for the hardships they suffered and for other reasons.^® 

The analysts were, however, agreed on one point. The 1967 election 
was perceived as a watershed in Indian political development, an event 
that marked the “end of an era.” Although Congress continued to be the 
single largest party in the nation, and to enjoy a firm majority at the Cen- 
ter, the demise of the one-party dominant political system was thereafter 
accepted as virtually inevitable. Faced with the prospect of increasingly 
efficient opposition alliances, and projections that Congress would have 
to regain at least 1962 vote levels to win a majority of seats in the next 

2Ufei(i.,p.7. 

Indian Narional Congress, The Fourth General Elections, A Statistical Analysis. 
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national election scheduled for 1972,^^ the outlook appeared bleak. Most 
experts, in fact, anticipated a continued decline. They predicted that 
Congress would never again be able to win a majority of Lok Sabha seats 
on its own, but could “only come to power again with a substantial al- 
liance either with the Right or the Left.” Indeed, they saw the “inevitabil- 
ity of coalition governments everywhere in the country. 

Yet the likelihood of stable coalitions in the states based on pro- 
grammatic realignment of political parties toward the right and left was 
slim. The 1967 elections revealed a very uneven pattern of development. 
Princes in Madhya Pradesh, Rajasthan, Gujerat, and Bihar were voted 
into office, along with radical Marxists in Kerala and West Bengal. 
Hindu communalists roused enthusiastic support in the towns and cities 
of the Hindi heartland, while militant anti-Hindi parties captured power 
in the towns and villages of the south. The Congress, as the only national 
force in India, appeared beleaguered on all sides and destined to decline 
further in competition with regional parties clamoring for greater au- 
tonomy to the states. At the same time, with the exception of the Marx- 
ists in Kerala and West Bengal, and to a lesser degree, the DMK in Mad- 
ras the regional parties continued to rely mainly on vertical patterns of 
political mobilization, building electoral support by combining the net- 
works of followers and factional alliances commanded by local notables 
on the basis of caste and economic ties. Where class-based peasant 
mobilization did occur, moreover, it was rarely the natural outgrowth of 
an evolutionary change in which the poor peasantry generated their own 
leadership and electoral organization to challenge the vertical power 
structures managed by local elites. Rather it was the result, as Gandhi 
long ago had feared, of the “cleverness and maneuvering of non-labor 
leaders” committed to an agitational approach that openly questioned the 
value of the electoral system for purposes of socialist reform. 

Assessing future prospects, fears of political instability and even na- 
tional disintegration, quiescent since Independence, quickly revived. 
Misgivings were heightened in the aftermath of the election by a number 

This projection was based on rwo assumptions: the inability of the Congress party to 
win significantly greater numbers of seats than votes when the number of candidates de- 
clines to four or fewer; and the prospect that Congress would face two alliances, one of the 
right and one of the left. Indian Institute of Public Opinion, Moiithly Public Opinion Surveys 
(April, May, June 1967), p. 10. 

Ibid., p. 10. 

The original mainstay of DMK support was students who responded to the party's 
anti-Hindi platform as well as promises of generous educational scholarship programs. 
After the 1962 elections, however, the DMK, advocating lower ceilings on landownership, 
began to organize in the villages, recruiting direaly from the smaller peasant farmers, the 
two and three-acre people belonging to the backward castes. By 1967, the party had devel- 
oped a strong local cadre that succeeded in challenging upper-caste landlords aligned with 
the Congress party for control of village panchayat and cooperative institutions, providing 
the rural base for the party’s drive to political victory in the state. 
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of ominous signs: the onset of chronic pohtical instabihty at the state 
level, accompanied by disregard for parliamentary norms and the abuse 
of constitutional powers; a resurgence of linguistic and tribal na- 
tionahsm; the outbreak of “class struggles” between landowners and 
laborers, and industrial managers and workers in states governed by 
commvmist-led united front coabtions; and sharp increase in the country 
as a whole of incidents of rural violence. 

In several states, the disruption of democratic processes and proce- 
dures was virtually simultaneous with the results of the election. The 
Congress party won a clear majority in the legislative assemblies of only 
seven states — Andhra Pradesh, Assam, Gujerat, Haryana, Madhya 
Pradesh, Maharashtra, and Mysore. Congress did, however, still consti- 
tute the single largest party in five other states — Bihar, Punjab, Rajas- 
than, West Bengal, and Uttar Pradesh. In two of these states, Rajasthan 
and Uttar Pradesh, both Congress and opposition aUiances claimed the 
support of a majority of legislators in the assembly, and requested the 
governor to give them the opportunity of forming a coalition govern- 
ment. The conflicting claims provoked unanswered questions about the 
discretion of state governors under Article 164 of the constitution m 
appointing the chief ministers of states when no party had secured an ab- 
solute majority in a general election. Leading jurists consulted on the 
question by the home minister failed to reach a consensus on specific 
guidelines that supported either the convention of inviting the leader of 
the largest single party or the leader of the opposition (or next largest 
party) in the legislature to form a government. The view therefore pre- 
vailed that “the Governor should make endeavors to appoint a person 
who has been found by him as a result of his soundings, to be most likely 
to command a stable majority in the Legislature. Such wide discre- 
tionary powers conceded to state governors appointed by the president 
of India on advice of the central government, that is, the leadership of the 
ruling party, proved to carry considerable potentiality for abuse. 

Both in Uttar Pradesh and Rajasthan, where the governor imdted the 
leader of Congress as the single largest party to form a government, 
charges of political favoritism were immediately raised. They were less 
persuasive in the case of Uttar Pradesh. There, the opposition parties 
formed a United Legislator’s party, Samuykta Vidhayak Dal or SVD, 
which claimed a strength of 215 members in a House of 423, and re- 

This was originally set down as the “third view” by the home minister, Y. B. Chavan, 
in soliciting opinion for constitutional experts about authoritative guidelines for governors 
in situations where no party enjoyed a clear majority in the assembly. A copy of Chavan s 
letter, dated May 17, 1967, is published in Subhash C. Kashyap, The Politics of Power, pp- 
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quested an opportunity to form a non-Congress government. The gov- 
ernor, in inviting C. B. Gupta, the leader of the Congress legislature 
party, to form the government, justified his decision on grounds that 
both groups had claimed the support of the same independents, but only 
Congress was actually able to produce such legislators in person. In 
Rajasthan, however, the charges of favoritism were more difficult to re- 
fute. In that state, the governor. Dr. Sampurnanand (a former Congress 
chief minister of Uttar Pradesh) called on the Congress party leader 
Mohanlal Sukhadia to form the government, although the combined op- 
position organized in the Samuykta Vidhayak Dal claimed a majority 
with the support of independents. The governor’s explanation of his de- 
cision, that he had followed “convention” in calling upon the leader of 
the largest single party, was weakened further by his revelation that he 
had “not counted” the independents in the SVD coalition on grounds 
that parties contest elections on the basis of their programs, but in the 
case of independents, “the people do not know their policies.”^® The de- 
cision triggered four days of street violence by partisans of the united 
front, during which 324 persons, including prominent members of the 
opposition, were arrested. Confrontations between stone-throwing 
mobs and the police finally ended in a firing that killed several persons 
and wounded at least 40 others. Order could be restored only by calling 
in army troops. The legislative assembly, suspended under a proclama- 
tion of President’s Rule on March 13, was not recalled until six weeks 
later, when on April 26 the proclamation was revoked and a new gov- 
ernment installed. By this time. Dr. Sampurnanand had been replaced as 
governor — tacitly conceding the opposition’s charges of improper 
conduct — and the Congress was able to demonstrate a clear majority in 
the legislature, but only because the interregnum provided additional 
time to arrange defections to Congress of legislators elected as independ- 
ents or on the Jan Sangh or Swatantra tickets. 

The events in Rajasthan were, in fact, only the beginning of a disrup- 
tive phenomenon at the state level of political defections and counter- 
defections from Congress to the opposition and from opposition coali- 
tions to the Congress. The defections created chronic uncertainty about 
party strength from one day to the next, and increasingly politicized the 
role of the state governors, who had to decide as “a result of their sound- 
ings” not only the person most likely to command a majority, but the 
point at which the prospect of obtaining a stable government became so 
doubtful as to justify a recommendation for imposition of President’s 
Rule. A crisis of political stability erupted in Haryana only one week 
after the Congress ministry assumed office. The Congress government 


3UfciW.,p. 138. 
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was defeated in the assembly when twelve dissidents left the party to 
form the Haryana Congress, and joined with independents and other op- 
position parties in constructing a united front that was invited to form a 
new government. In Uttar Pradesh, the Congress ministry lasted three 
weeks. On April 17, eighteen Congressmen defected to form a new 
group, the Jan Congress, and Joined hands with opposition parties to 
create a United Legislator’s party, Samuykta Vidhayak Dal, or SVD, 
which led a new coalition government. In Madhya Pradesh, a major de- 
fection from Congress to the opposition occurred on July 29, 1967, when 
thirty-six MLAs crossed the floor to establish an SVD government. By 
the summer of 1967, eight of India’s seventeen states and the majority of 
the population were governed by coalitions, either communist-led 
united front regimes or SVD ministries. 

Whereas the two united front governments in Kerala and West Bengal 
had an initial advantage of a dominant ideological perspective, the SVD 
coalitions were formed solely as anti-Congress combinations. They var- 
iously included defectors from the Congress party, MLAs elected on the 
tickets of such divergent parties as Jan Sangh, Swatantra, SSP, PSP, and 
the two communist parties, as well as regionally based caste and com- 
munal splinter groups that represented no more than the political exten- 
sion of the personal foUowings of former princes and ex-zamindars. 
Causes for disagreement among such unmatched partners were myriad. 
They ranged the entire ideological spectrum of contention over controv- 
ersial policy issues, including such questions as abolition of land revenue, 
compulsory procurement of foodgrains, release of persons detained 
under preventive detention acts, and the status of Urdu as an official lan- 
guage in the north Indian states. The most chronic dissatisfaction oc- 
curred, however, over the distribution of portfolios among constituent 
parties and individual leaders of the legislators’ alliances. In most cases, 
the SVD coalition governed only by the shmmest majority. It therefore 
became possible for dissident factions to promote their own power by 
the practice of defection either to join the Congress or to form a new 
party of their own, in order to hold the balance between the two groups 
and bargain for ministerial positions as the price of support. The result 
was the development of a “fairly typical pattern of cabinet crisis”: 

After the formation of each government, it became known that a 
prominent individual belonging to a faction in the Congress or in a 
non-Congress party was disaffected with the government because 
he was not satisfied with his place in the government or was not 
given a position in it. The disaffected leader then began to gather 
supporters, while criticizing the government in general terms for 
“corruption” or for failure to implement portions of the program 
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rapidly enough. Finally a prominent public event occurred or an 
issue was found which provided the leader with an immediate cause 
for defection with his loyal supporters. 

The defecting leader was then given the opportunity to form a 
government, which . . . was either a non-Congress coalition or a 
minority government with Congress support. In either event, the 
defecting leader became the new Chief Minister, most of those who 
defected with him received ministerial office and a new crisis began. 

In the interim between the two governments the opposing forces in 
the legislature continually bargained for the support of independents 
and potential party defectors. The game came to an end . . . when 
the governors became convinced that no stable coalitions were pos- 
sible and that the Assembly should be dissolved and new elections 
should be called.^® 

All parties, in their frenzied competition to win this “game,” resorted 
to flagrant violation of parliamentary and constitutional norms. SVD 
leaders wooed Congress dissidents with promises of ministerial posts for 
themselves and their followers in expanded coalition governments that 
far exceeded the size justified by administrative considerations, and 
amounted to an abuse of constitutional authority for purposes of partisan 
advantage. Leaders of the Congress party similarly encouraged defec- 
tions from SVD coalitions with promises of assembly support short of a 
formal alliance, which led to the installation of minority governments 
composed entirely of defectors. Both sides, moreover, raised charges 
against the other of using less subtle means to induce MLAs to cross the 
floor, including bribery and intimidation, extending to kidnappings, 
beatings, and methods of “gangsterism and terrorization.” In several 
states, as a result of all these techniques, there were almost daily defec- 
tions in both directions. According to calculations by the home ministry, 
during the first twelve months after the election, there were 438 defec- 
tions in the various state assemblies, and in some states the same individ- 
uals crossed back and forth several times. The politics of defection 
gained momentum in succeeding years. Overall, between March 1967 
and March 1970, defections in the states reached the astounding figure of 
1,827, compared to the total number of seats in all the assemblies of 
3 , 487.38 

The two-way traffic produced constant claims and counterclaims by 
Congress and non-Congress coalitions that each enjoyed majority sup- 
port in the assembly. Altogether, in the years between 1967 and 1970 

Paul R. Brass, “Coalition Politics in North India,” American Political Science Review, 
62:4 (December 1968), 1182. 

New York Times, May 17, 1968. Kashyap, The Politics of Power, p. 37. 
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twenty-three governments were constituted and then collapsed in the 
seven states of Bihar, Haryana, Kerala, Madhya Pradesh, Punjab, Uttar 
Pradesh, and West Bengal.^® Politicians in pursuit of these transitory 
gains were not restrained by parliamentary norms of behavior. Motions 
of no confidence by the opposition against the government frequently 
occurred amid scenes of “unprecedented pandemonium and hurling of 
unprintable abuses” by one side against the other, with the dissatisfied 
sections engaging in such “unruly scenes” that the assembly found it im- 
possible to function.'^” There were also more serious improprieties — 
those involving questionable interpretations of constitutional powers by 
the speaker of the assembly and/or the governor in rulings that had the 
effect of advancing the prospeas of one side or the other in the continu- 
ous struggle for power. In the Punjab, in March 1968, after a defection 
from the united front paved the way for the formation of a Congress- 
backed minority government composed almost entirely of defectors or- 
ganized in the Punjab Janta party, a motion of no confidence against the 
speaker (who had been elected to his post during the united front regime) 
introduced by the Congress-Janta party aUiance was ruled unconstitu- 
tional by the speaker. When this ruling provoked “unruly scenes,” the 
speaker, on March 7, declared the House adjourned for two months. The 
controversial decision, which came before the annual budget could be 
passed, created a constitutional crisis. The governor, urged by the united 
front to recommend dissolution of the assembly and imposition of Presi- 
dent’s Rule, and by Congress to prorogue and resummon the assembly 
(thereby preserving the Congress-backed government in power) fol- 
lowed the second course. The action not only provoked a challenge in 
the courts, but set the stage for worse violations of parhamentary proce- 
dure. As soon as the assembly reconvened, the speaker, ruling the action 
of the governor in proroguing and resummoning the assembly “illegal 
and void,” once again adjourned the House. The session could then be 
held only with the deputy speaker in the chair. This questionable expe- 
dient produced such outrage among partisans of the united front that 
“several men jumped onto the Speaker’s rostrum and grappled with the 
opposition members there. A hand to hand fight followed and continued 
for quarter of an hour when the rostrum was cleared. . . . Amidst deafen- 
ing noise and thumping of tables and shouting of slogans, aU the financial 
business before the House — passing of the supplementary estimates for 
the current year and the budget for 1968/69 and related appropriations 
bills — was reported and completed under the Presidentship of the Dep- 
uty Speaker.”'*^ This was accompHshed, however, only after the chief 
minister had ordered the police to occupy the assembly. 

3’ Jbid., pp. 11-12. Ibid., pp. 323-24. 

« Ibid., p. 413. 
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Similar events occurred in West Bengal. The united front’s majority in 
that state was called into question in November 1967, after the food 
minister, Dr. P. C. Ghosh, resigned and along with seventeen other de- 
fecting MLAs formed the Progressive Democratic Front with the back- 
ing of the Congress party. The refusal of the chief minister, Ajoy 
Mukherjee, to heed the governor’s advice in calling an unscheduled 
“early” session of the assembly in order to test the government’s 
strength, provoked a proclamation by the governor dismissing the 
united front ministry. Amid charges by the united front that the gover- 
nor had exceeded his powers, and, in fact, “murdered” democracy in the 
state, a new minority government headed by Dr. Ghosh was sworn 
in — but only after precautionary security measures were taken, including 
ordinances forbidding public assemblies in Calcutta and the surrounding 
areas, and a military alert. When, however, the assembly met on No- 
vember 29, the speaker, in an “unprecedented ruling” adjourned the 
House sine die, arguing that the governor’s dissolution of the united 
front government in the absence of a vote of no confidence by the assem- 
bly, the appointment of the Ghosh ministry, and the summoning of the 
assembly on the advice of that ministry were unconstitutional and in- 
valid. The governor, despite demands from the united front for dissolu- 
tion of the assembly and new elections, decided instead to prorogue the 
assembly, thereby encouraging the two sides to settle their dispute in 
the streets. By the time the Ghosh ministry was finally installed on 
December 23, some 4,800 people had been arrested, while daily confron- 
tations between the police and demonstrators in Calcutta reduced to 
routine events spectacles of mob protest, police tear-gassing, lathi- 
charges, and firings. Even then, when the governor resummoned the as- 
sembly on February 14, the speaker once more adjourned the session on 
grounds that it had been illegally convened. Meanwhile, arrests during 
the three months of the Ghosh ministry had mounted to a total of 

30 , 000.^2 

In the neighboring state of Bihar, a less dramatic but more flagrant in- 
stance of abuse of the governor’s power in favor of the Congress party 
revealed the extent to which constitutional norms were being under- 
mined. In that state, the chosen instrument of Congress attempts to top- 
ple the SVD ministry was B. P. Mandal, an ex-Congressman expelled 
from the party in 1965 for indiscipline, who subsequently joined the SSP 
and in 1967 was elected to the Lok Sabha. Mandal, who had preferred to 
join the state ministry rather than take his Lok Sabha seat, and was not a 
member of the legislative assembly, ignored orders from the Central 
Paliamentary Board of the SSP directing him to resign from the Bihar 
Cabinet and take his seat at the Center — even though he was nearing the 
Ibid., pp. 542-51. 
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six-month limit prescribed by the constitution as the period during 
which an individual may remain a minister without becoming a member 
of the legislature. Ten days before the six months was to expire, on Au- 
gust 26, 1967, Mandal resigned from the Bihar Cabinet — and the 
SSP — to form a new party, the Shoshit Dal (Party of the Exploited), 
with the backing of the Congress party. The combined Shoshit Dal- 
Congress alliance succeeded in defeating the SVD government on a mo- 
tion of no confidence on January 19. Subsequently, the leader of the 
Congress party advised the governor that his party pledged support to a 
minority Shoshit Dal ministry, and suggested that B. P. Mandal be in- 
vited to form a new government. The fact that Mandal was not a mem- 
ber of the legislature and therefore ineligible to become chief minister 
was solved expeditiously, if cynically. Mandal’s nominee, S. P. Singh, 
was sworn in as chief minister on January 28. On January 29, the gover- 
nor, on the advice of Singh, nominated Mandal to the Bihar Legislative 
Council, the upper house of the assembly. Chief Minister Singh there- 
upon submitted his resignation, and on January 31, Mandal was invited 
to form a new government. 

The cost of these and similar maneuvers to the legitimacy of the demo- 
cratic process — in growing public contempt for politicians of all parties, 
increasing popular disorders, more frequent recourse by state govern- 
ments to political arrests under preventive detention acts, police tear- 
gassings, lathi-charges, and firings, and rule by executive ordinances as 
legislatures were rendered incapable of functioning andlor were pro- 
rogued — was of course very high. Yet, in the end, the gains to the legis- 
lators responsible for this descent into almost unlimited opportunism 
were quite transient. The continuing large-scale and frequent defections 
by MLAs on both sides, with some legislators defeaing three and four 
times, finally convinced the governors in several states and the govern- 
ment in New Delhi that no stable ministry could be formed without 
holding fresh elections. President’s Rule was imposed first on Har^^ana 
on November 21, 1967. This was followed by the imposition of Presi- 
dent’s Rule and dissolution of the legislative assembly in four other 
states: in West Bengal on February 20, 1968; Uttar Pradesh, on February 
25, 1968; Bihar, on June 29, 1968; and Punjab on August 23, 1968. 

The full toll of the politics of defection on the prospects of democratic 
development is impossible to estimate, but it went beyond the weaken- 
ing of constitutional norms. Constant preoccupation with political sur- 
vival reduced further the capacities of shaky state governments to formu- 
late policies and implement programs for accomphshing national goals. 
The “minimum programs” accepted by SVD alfiances were limited to 
generalities that provoked the least controversy among their ill-assorted 
partners, while attempting to invoke the maximum popular support. 
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They offered, on the one hand, promises of benefit to all groups and 
classes from “clean and efficient” administration, elimination of corrup- 
tion, intensified efforts of agricultural and industrial development, and 
genera] improvement in conditions of the poor. They attempted, on the 
other, to solidify the coalition’s position by cementing the loyalties of 
strategic interests and groups, variously promising to abolish land reve- 
nue and urban land taxes, to grant free irrigation facilities, to increase the 
wages and allowances of government employees, to provide scholarships 
for poor students, to bring down food prices through government sub- 
sidies and/or rationing of foodgrains, all of which drained further the 
financial capacity of the state governments to carry out development 
programs. As a substitution for the rewards (and costs) of economic 
growth, they increasingly relied on providing less tangible but more eas- 
ily achieved symbolic satisfactions of collective regional grievances and 
aspirations. Indeed, as central power eroded, regional sentiments found 
more militant expression. 

Plans to establish Hindi as the national “link” language were delayed 
indefinitely after the new DMK government in Tamil Nadu (renamed 
from Madras after the 1967 election) lent tacit support to large-scale stu- 
dent rioting against Hindi. The Official Languages (Amendment) Bill 
adopted by the Lok Sabha in December 1967 provided for the continued 
use of English in official communications between the Union and non- 
Hindi states, and non-Hindi and Hindi states, as well as for its use in par- 
liament. Confronted with DMK charges, moreover, that non-Hindi 
speakers would still be at a disadvantage in having to learn cither English 
or Hindi in addition to their mother tongue in order to compete in the 
Union Public Services Commission examinations, the home ministry, 
starting in 1968, began preparations for a progressive transition to the 
regional language in most subjects. The national “consensus” on the lan- 
guage problem ultimately hammered out by the Union Cabinet envis- 
aged a three-language formula for recruitment to the central services, 
with all candidates expected to know English, Hindi, and one regional 
language other than Hindi. Similarly, the national education policy, ap- 
proved in July 1968, endorsed the three-language formula, with students 
required to study their own mother tongue as a regional language, Hindi 
(or when this was the mother tongue a second modern Indian language, 
preferably South Indian), and English, with gradual transition to the re- 
gional language as the medium of university instruction. 

There were signs of interregional tension. The appearance of DMK- 
led Tamil Senas (Tamil armies) in several districts of Tamil Nadu — 
although organized to counter intensive anti-DMK political propaganda 
by Congress youth organizations — also assigned considerable impor- 
tance to the role of protecting the interests of Tamils against non-Tamils 
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in the state. At the same time, in Gauhati (Assam), riots against “outsid- 
ers,” particularly Marwari industrialists and traders with family origins 
in Rajasthan, resulted in large-scale destruction and looting of property. 
The conflict underlined the growing antagonism of the poor and unem- 
ployed toward prosperous owners of factories and well-paid managers 
and technicians, especially when the two groups were also separated by 
traditional ethnic and caste boundaries. A particularly virulent expression 
of this phenomenon erupted in Maharashtra, where the Marathi working 
classes, organized in the Shiv Sena (Army of Shivaji) took to the streets 
in violent demonstrations against employment of South Indians and 
non-Marathis in Bombay. 

Such antagonisms, compounded of economic discontent and cultural 
nationalism, provided the possibility of mass political organization 
around natural social building blocks of region, caste, and tribe. The 
communist parties, which already enjoyed control over strategic levers 
of government power in two states, gained the greatest advantages from 
the new opportunities for mass mobilization at the grass-roots level. In 
Kerala and West Bengal, they set out to create a new form of political 
awareness among the poorest caste, communal, and tribal groups based 
on recognition of common class interests, which was then used to build 
up peasants’ and workers’ associations for direct confrontation with 
landowning upper and middle castes and business and trading com- 
munities. 

The CPI(M), which dominated the united front government of Kerala 
in 1967, immediately set out to expand its organizational capacity for 
mounting extraparliamentary mass campaigns aimed at mobilizing 
popular pressure for radical social reforms. The situation was particularly 
favorable. The Marxists had inherited the major part of the undivided 
CPI’s organization in the state among tenants and laborers of the low- 
caste Ezhavas and the Harijans. The Kerala land reforms act, approved in 
1963, had, in addition, sharply eroded ties between landlords and ten- 
ants. The new legislation converted the customary rights of hereditary 
tenure enjoyed by the majority of tenants'*^ into legal occupancy rights. 
Many landlords who had met their obligations under the traditional sys- 
tem, accepting customary rates of rent even as land values appreciated, 
and advancing other facilities to tenants in time of need, felt themselves 
betrayed by the apparent preference of longtime cHents for impersonal 

In Kerala, unlike the rest of India, the majority of tenants not only had enjoyed heredi- 
tary rights by the “custom of the locahty” — with informal relationships sometimes extend- 
ing over two and three generations — but many cultivators also had proof of possession. For 
a brief descriprion of the land tenure system in Kerala prior to the land reforms, see Frankel, 
India's Green Revolution , pp. 127-28. 
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legal assurances and guarantees. Some reacted by withdrawing all cus- 
tomary facilities from tenants, including advances for production costs, 
and other loans in time of emergency, illness, or marriage. The embit- 
tered tenants, in their turn, responded by refusing to recognize any right 
of the landlord beyond that of collecting rent. They ignored the land- 
owners’ advice about proper cultivation practices. Some even went to 
the extent of prohibiting the landlord from visiting his fields. 

The social tension was heightened by the introduction of the omnibus 
Kerala Land Reforms (Amendment) Bill in 1968. The new legislation 
lowered the upper limit on landownership from 25 to 20 acres per family; 
vested ownership to house sites in tenants; and provided that on a date to 
be designated by the government all intermediary rights in land, includ- 
ing those enjoyed by Hindu temples and landlords, would vest in the 
government, subject to compensation at sixteen times the fair rent. Sub- 
sequently, rights of ownership were to be assigned to occupancy tenants; 
and rents payable to the landlord would be collected by the state and ad- 
justed toward the purchase of land. 

Simultaneously, the united front government enacted measures to 
strengthen its appeal among Harijan, low caste, and Muslim farm labor- 
ers. The Agricultural Minimum Wages Act of 1969 lent statutory author- 
ity to the workers’ demands for higher minimum cash wages for day 
labor and payments in kind received for harvesting. Landlords once 
again responded with plans to stop traditional bonus payments of paddy 
and other articles in kind at the time of festivals and religious occasions, 
and withdraw other facilities such as loans and advances, adding further 
to rural tensions. 

In Kerala, the CPI(M)’s capacity for peasant organization around im- 
plementation of land reform laws was enhanced by its growing ability to 
protect those who joined Marxist-sponsored peasants’ associations or 
laborers’ unions from retaliation. The party, which already had a state- 
wide network of district and taluka branches, set out to establish vil- 
lage cells wherever possible. The village units were headed by younger 
agricultural workers, many of whom found they could use their new 
prestige as political cadres of a powerful party in the state government to 
assert their personal independence of the landowner. In addition, the 
Marxists, who controlled the portfolios of both land and home (includ- 
ing the police), ensured that local authorities would not intervene to pro- 
tect landowners from strikes or other harassment by tenants and laborers 
engaged in “legitimate and democratic” class struggles. Village-level 
“popular committees” led by members of united front parties, and usu- 
ally dominated by local Marxists, increasingly acted outside the law, os- 
tensibly helping the administration’s food procurement drive by stop- 
ping at will persons carrying or transporting rice, and distributing it to 
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the public on the spot at “fair prices.” Plans of the Kerala government to 
vest the “popular committees” with statutory powers to seize “hoarded” 
grain were inhibited only by the refusal of the central government under 
its powers of ratification on a Concurrent Subject (of local government) 
to advise presidential assent. Even so, the police did not intervene to pre- 
vent unlawful raids on private homes, or to stop large-scale encroach- 
ments on government land and uncultivated lots of absentee landlords. 
Indeed, the Marxists made plans to neutralize the police by creation of 
local volunteer forces of their own at the district and village level to act as 
the militant arm of the popular committees. 

Industrial disputes, although less virulent, were similarly handled. The 
pohce were instructed not to intervene in labor-management conflicts on 
behalf of employers, even when they were the victims ofgheraos by their 
employees. The tactic, which involved surrounding senior management 
personnel to prevent their access to food, water, other amenities, or out- 
side communication by telephone for periods "ranging from a few hours 
to a few days, that is, until concessions were granted, became the normal 
method of settling disputes in the state, not only in industrial relations 
but in government administration. Indeed, by the time the united front 
government collapsed from internal defections in October 1969, patterns 
of deference rooted in ritual and/or status hierarchies were breaking 
down in all areas of life. Relations between landlords and tenants, land- 
owners and laborers, factory management and workers, senior adminis- 
trative officers and junior personnel, were transformed into adversar}’^ 
conflicts based on new notions of class division. 

In West Bengal, a similar process was set in motion. The united front 
ministry at the outset adopted the pohcy of “recognizing the rights of 
workers and peasants to voice their just demands and grievances,” and 
pledged “not to suppress the democratic and legitimate struggles of the 
people. The disruption arising from this pohcy was initially felt 
mainly in the cities, where the undivided CPI had concentrated most of 
its organizational efforts on the trade union front. One of the first initia- 
tives taken by the labor minister after the election was to announce a 
“break with the past” in legalizing gheraos as a legitimate tactic in 
labor-management disputes. As the Marxists and other parties of the 
united front joined in intense competition to unionize workers and in- 
crease their pohtical influence at the expense of the CPI, gheraos became 
an everyday occurrence. Altogether, during the six months between 
March and August 1967, 583 establishments were subjected to 1,018 
gheraos, while the police, instructed not to intervene, stood aside.'*® In 

The Statesman, March 7, 1967. 

Nicish R. De and Suresh Srivastava, “Gheraos in West Bengal,” Economic and Political 
Weekly (Bombay), November 18, 1967, p. 2015. 
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West Bengal, as in other parts of the country, the labor-management dis- 
putes were all the more bitter for the feeling of the workers that business, 
especially in Calcutta, was dominated by “outsiders” — Marwaris, other 
non-Bengali Indians, and British industrialists. 

At the same time, the Marxists who held the Land and Land Revenue 
portfolio made plans to emulate the Kerala pattern in the rural areas. The 
land revenue minister announced in 1967 that the policy of the state gov- 
ernment would be to recover land held illegally in violation of ceiling 
laws, and that the police in rural areas would not suppress the “demo- 
cratic and legitimate struggle of the people” to identify and transfer such 
lands. The Marxists then began the process of organizing the low-caste, 
Harijan, and Muslim peasantry against the predominately upper-caste, 
landlord, and jotedar (large farmer) classes. Although the peasants were 
initially skeptical that the left parties of the united front could protect 
them if they gave evidence against the landlords, some gained courage 
from the growing strength of the Krishak Sabhas (peasants’ associations) 
organized in the villages by the Marxists, and the special camp courts 
backed up by additional police contingents set up to decide cases on the 
spot and enforce the magistrate’s ruling. Within a few months, more- 
over, the united front government announced further measures that sug- 
gested a serious intention to act against the jotedars. They proclaimed the 
abolition of the private wholesale trade in rice and paddy in the state, and 
made preparations to procure paddy by levy on large farmers and rice 
mills at fixed prices. In those districts where the Krishak Sabhas were 
well established, these moves began to embolden sharecroppers in other 
efforts to enforce the law, especially provisions that the crop be divided 
between the sharecropper and the landlord in the ratio of 60 : 40 percent 
rather than the customary 50 percent still exacted. On the eve of the har- 
vest, fear was widespread that sharecroppers would withhold the crop, 
and that clashes with jotedars would trigger large-scale rural violence. At 
the last moment, however, in November 1967, the united front govern- 
ment, suffering defections, lost its tenuous one-vote majority and was 
replaced by a noncommunist minority government enjoying Congress 
support. The levy orders on jotedars and rice mills were subsequently 
sharply reduced. Police protection for the sharecroppers in confrontation 
with local landlords was withdrawn. Yet, support for the Mar.xists in 
rural areas continued to rise as tenant-cultivators and landless laborers 
became convinced that a future communist government would redistri- 
bute land on a large scale. 

The fact was that despite the fate of any particular united front gov- 
ernment, objective conditions were emerging — extending to areas out- 
side the regional strongholds of the communist parties — that favored 
extraparliamentary tactics of peasant mobilization. In one year, 1967/68, 
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reported cases of agrarian conflirt more than doubled. The overwhelm- 
ing majority of the agitations, over eighty percent, were led by the land- 
less against landowners over demands for increased agricultural wages, 
security of tenure, larger crop shares, and most important, redistribution 
of land. The causes of the growing agrarian tension were complex. Ac- 
cording to the home ministry, “predisposing factors” were failure of 
land reforms to provide tenants with security of tenure or fair rents, or to 
correct inequahties of landownership through redistribution of land. 
“Proximate” causes, the factors that actually converted latent discontent 
into open conflict, were located in the new agricultural strategy and the 
green revolution.'*^ 

^The proliferation of scattered enclaves of modern agriculture, coexist- 
^g alongside much larger subsistence sectors, upset customary patron- 
client ties in a number of small pockets across the rural hinterland. Ex- 
cept for the heartland of the wheat belt, where the average size of farm 
holding was large enough to extend opportunities for modem farming to 
a large number of cultivators, the abihty of the land-poor and the land- 
less to share in the gains of the new technology was very limited. Larger 
farmers, by contrast, were increasingly alert to opportunities for 
pyramiding their gains by investing the profits from the high-yielding 
varieties to buy more land, improve land under cultivation, or to 
mechanize farm operations and double or triple-crop part of their hold- 
ings. As a result, they quickly adjusted their attitudes toward agricultural 
production from a subsistence way of life to a profitable set of business 
activities. Landowners began to make rough calculations of opportunity 
costs in determining whether or not to lease out part of their land or cul- 
tivate directly, rather than be guided by traditional sentiments of per- 
sonal obligation to customary tenants. They did not hesitate to raise 
rentals in line with appreciating land values and/or evict tenants having 
longstanding cultivating possession of the land. These changes were 
superimposed on the strains already created by the land reform laws, 
which while abortive in most states, caused landowners to view tenants 
as potential adversaries. The tenants, shifted from plot to plot, and cul- 
tivating always in fear of losing some part of their holding to another 
tenant or to the landlord, for their part sloughed off traditional feelings of 
deference and obligation toward the landlord. 

The same tendency toward erosion of traditional attitudes of mutual 
dependence and obHgation emerged in relations between landowners and 
laborers. Although more intensive cropping and diversification of the 
cropping pattern tended to create more employment opportunities for 
farm workers, and in most cases the level of cash wages also increased. 

For a summary of the contents of the home ministry’s report, see P. C. Joshi, “A Re- 
view Article,” in Seminar (New Delhi, May 1970). 
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rising prices generally left laborers with little improvement in real in- 
come. In some cases, they actually experienced deterioration over previ- 
ous years. Their main hope, in fact, of sharing equally in the benefits of 
the new technology was to maintain the traditional system of propor- 
tional payments in kind for major agricultural operations. But the land- 
owners, calculating that their own economic interests lay in converting 
all kind payments to cash, denounced the traditional system as exploita- 
tive and moved to introduce a cash wage for all kinds of farm work. 
Where mechanization was feasible, large farmers were anxious to buy 
machinery as quickly as possible, partly to reduce their dependence on 
agricultural laborers. As customary patron-client relationships were re- 
placed by bargaining arrangements in the recruitment of farm labor, old 
ideas of reciprocal obligation between the landed upper and landless 
lower castes were replaced by new notions of opposing economic inter- 
est. The emerging social tension was transformed into open class conflict 
in several pockets of rural India. By the late 1960s, both communist par- 
ties saw sufficient scope to launch a nationwide “agrarian struggle” 
around “land-grab” agitations that were carried out in several states, in- 
cluding Punjab, Uttar Pradesh, Rajasthan, Andhra Pradesh, Tamil 
Nadu, and Kerala. 

The potentially explosive implications for political order in the rural 
areas of the convergence of all these factors — rapid and uneven agrarian 
modernization, the erosion of traditional patron-client ties, growing eco- 
nomic disparities, and class-based peasant organization — burst on the 
public mind through the violent events set in motion during a bitter 
wage dispute in Tanjore district of Tamil Nadu. Shortly after the 1967 
elections, Marxists who had entered the DMK ministry as junior part- 
ners of the winning electoral alliance, and who counted on police neutrality , 
started to organize Harijan farm workers into unions in order to demand 
higher wages. Large parties of Marxist-led farm workers entered the 
paddy fields of recalcitrant landowners to prevent farm operations from 
being carried out by imported laborers or nonunionized local laborers 
who remained loyal to the landowners. Although the landowners con- 
ceded modest gains to the striking workers, the 1967 agitations proved to 
be only the first round of a prolonged and increasingly violent confronta- 
tion. 

Actually, from the beginning, the labor agitations involved more fun- 
damental issues than the limited demand for higher wages. Farm laborers 
participating ingheraos shouted the standard Marxist slogans of “the land 
belongs to labor,” “landownership should go,” “let the landlord be put 
out.” After the police failed to offer adequate protection to victims of 
gheraos in 1967, moreover, the landlords banded together to organize 
their own security forces, drawn mainly from non-Harijan farm work- 
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ers. Subsequently, the confrontation was transformed into open “class 
struggle” in which attempts made to dissuade Harijan farm workers 
from joining Marxist-led unions relied on strong-arm methods, such as 
abductions, beatings, and arson. By 1968, the ruling DMK, which 
enjoyed an absolute majority in the state assembly, and did not need 
Marxist support in order to govern, became increasingly alarmed. As a 
result, the police were no longer restrained from taking action against 
trespassing farm workers. The Marxists, in turn, citing police failures to 
protect the laborers from “attacks by goondas of the landlords” raised 
their own volunteer force. By December, numerous beatings, abduc- 
tions, incidents of arson, and even murder were reported on both sides. 
Finally, on the night of December 25, accumulating hostilities exploded. 
In the village of Kilvenmani, 25 huts of Harijan farm workers were set 
afire; inside one hut, 43 persons, mainly the wives and children of strik- 
ing laborers, were burned alive. Among the 200 attackers reportedly in- 
volved were some of the richest Brahmin landowners in the district."*’ In 
Tanjore, the traditional self-enforcing mechanisms of social control 
based on the mutual acceptance of ascriptive inequalities in the rights and 
duties sanctified by caste had coUapsed. Subsequently, abductions, arson, 
and beatings became a common feature of rural life. Relations between 
landowners and laborers settled into a permanent adversary pattern. The 
hostility between the two groups found organizational expression in the 
rival private armies or volunteer forces commanded by both sides. In 
Tanjore, as in other parts of India, the increasing class enmity largely 
coincided with the traditional cleavages rooted in caste. The landless 
farm worker was most commonly a Harijan; the landlord he confronted, 
a Brahmin. 

The tactic of organizing the poor peasantry around traditional tribal 
and caste cleavages was also used by small groups of revolutionaries 
committed to Maoist methods of armed agrarian uprising and guerrilla 
war. In Andhra Pradesh, communist revolutionaries, continuing in the 
tradition of the Telengana revolt, had been experimenting with tribal or- 

The immediate circumstances leading to the attack on the Harijans of Kilvenmani are 
uncertain. According to one version, laborers imported from nearby villages for harvest 
operations were returning from work on the evening of December 25 when they were 
waylaid and attacked by local laborers. Their leader was taken to Kilvenmani and stabbed 
to death. Two hours later, the landlords led loyal workers in a retaliatory raid, and set fire 
to the huts in the Harijan quarter. The Statesman, December 27, 1968. According to a sec- 
ond account, fighting broke out between Harijan laborers of Kilvenmani and laborers loyal 
to the landowners after the latter had abducted a Harijan leader in order to coerce striking 
laborers to abandon their agitation. On December 25, the Harijans attacked the landlords 
camp and succeeded in forcing the release of their leader. In the fighting, however, a loyal 
laborer was killed and his body taken to Kilvenmani. That evening the landlords retaliated. 
Leading a large band of workers, they entered Kilvenmani, fired a few shots, and then put 
torches to the huts of the Harijans. New York Times, January 15, 1969. 
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ganizations that sought to harness resentment against exploitation by 
landlords from the plains for purposes of militant agrarian struggle. 
Operating in the Girijan tribal reserve in the district of Srikakulum since 
1959, local communist leaders, some of whom lived with the tribals in 
the mountainous and forested regions of the Andhra-Orissa border, 
established the Girijan Sangham and began a large-scale organizational 
effort. 

The Girijans, numbering about 80,000, had long been victimized by 
plainsmen who moved into the reserve as merchants, moneylenders, and 
contractors, and then, as the tribals sank ever deeper into debt, “pur- 
chased” their holdings for small sums. The new landlords subsequently 
employed Girijans as farm laborers at such low wages that they lived in 
conditions bordering those of serfdom. The communists, concentrating 
on the political education of a Girijan cadre, combined agitation for 
agrarian reform under a “new democratic revolution” with promises of a 
Girijan “autonomous region.” The movement gained momentum 
gradually. Tribals were pressed to attend organized meetings, exposed to 
sustained Marxist propaganda, and initiated in the tactics of processions 
and demonstrations outside the homes of landlords, which finally suc- 
ceeded in winning significant wage increases. Subsequently, the Girijan 
movement progressed to a “higher stage,” with the tribals actually seiz- 
ing crops and occupying about 2,000 acres from the landlords. The land- 
lords responded by organizing their own security force to resist further 
demands for the restoration of land. As both sides armed — the Girijans 
mainly with country-made guns, bows, arrows, and axes — the confron- 
tation escalated into violent struggle. By early 1968, the state govern- 
ment had lost effective control of scores of isolated mountain villages to 
the local Marxist leadership. The Girijan Sanghams started to function as 
soviets, leading the tribals in seizing grain and money, redistributing 
government land, and establishing their own administrative machinery 
for the “liberated area.” Daily raids by armed police operating from spe- 
cial camps in the plains resulted in the arrest of several hundred Girijans 
and the seizure of scores of country-made weapons, although without 
capturing the leadership, who turned to terrorist tactics aimed at killing 
individual landlords. The Central Reserve Police, which was sent into 
Srikakulum in 1969 after the government declared it a “disturbed area,” 
was more effective, arresting or killing key leaders and slowing down the 
momentum of the movement. 

A more alarming outbreak of peasant violence, one that potentially 
threatened the national integrity of India, occurred in the nothern portion 

‘'® Sec V. M. Nair, “Girjan Revolt — I, 11 Stalesmati , April 1 1 and 12. 1968. Also V. M. 
Nair, “Time to Wean the Girijans from the Naxalitcs — I, 11," Statesman, December 10 and 
11, 1969. The movement in Srikakulam is described in greater detail in Mohan Ram. 
Maoism in India (New York, 1971), pp. 89-136. 
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of West Bengal in the Naxalbari subdivision of Darjeeling district. The 
area, a narrow border region between Nepal and East Pakistan, formed 
the only territorial corridor between the northeastern states and the 
plains below. It also had a predominately tribal population in addition to 
large numbers of Harijans, most of whom were landless. The agrarian 
economy was dominated by large tea plantations, often owned by 
foreigners and exempt from state ceiling legislation, even though at any 
given time extensive sections of the total lands were held fallow or leased 
out on crop-share for the cultivation of paddy. Clashes between the tea 
plantation managements and lociA jotedars on the one side, and share- 
croppers and landless laborers on the other were frequent. Landless peas- 
ants attempted to lay claim to the uncultivated area, and in some cases 
held back the landlord’s share of the crop. Landlords, for their part, en- 
gaged in forcible eviction of tenants. 

The Naxalbari area, as the scene of sustained peasant agitation since 
1959, was one of the few regions in India to generate an indigenous lead- 
ership from among the members of the tribal, low-caste, and Muslim 
peasant communities. The organizers, embracing communist ideology, 
concentrated on building up strong peasant associations that brought 
them a position of popular support and trust. Eventually, they became 
valuable allies of the Marxists in the state. Indeed, in 1967, the com- 
munists in Naxalbari were absorbed into the CPI(M)’s Darjeeling and 
Siliguri district committees and the local Krishak Samiti. Yet, when the 
Marxists decided to enter the united front government, they withdrew 
support from a previously planned peasant agitation in Naxalbari, rather 
than risk their strategic position in the ministry either through a confron- 
tation with coaUtion partners that could topple the government or pro- 
vide provocation to the Center for imposition of President’s Rule. The 
Krishak Samiti nevertheless decided to pursue the agitation on its own. 
By March 1967, they began to organize tribal bands for “direct action” 
against landlords. Initially, the demonstrations were peaceful. The 
homes of individual landowners charged with evicting tenants or hoard- 
ing foodgrains or cultivating land in excess of ceiling limits were selected 
as targets for demonstrations. Occasionally, there were instances of for- 
cible possession of the uncultivated lands of the tea estates. Then, on 
May 23, a policeman was killed in a clash with the tribals. Subsequently, 
the agitation took on aU the characteristics of armed struggle. Between 
June and August 1967, the Samiti waged open war on local landlords, 
seizing guns from people in the area, arming small bands of tribals with 
bows, arrows, and other homemade weapons, and engaging in the mur- 
der of landlords, arson, and the seizure of foodgrains. 

This time, the poHce were not restrained. Ajoy Mukherjee, then chief 
minister, also held the portfolio of Home Affairs. Echoing the urgent 
concerns of the Center about the threat to national security of an un- 
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checked “pro-Chinese” agrarian uprising in a strategic border area, he 
responded with strong counterforce. The Marxists, although protesting 
the “conspiracy” between the central government and the West Bengal 
government to quash a popular movement, did not resign. Rather, they 
acquiesced in government orders sealing the borders with East Bengal 
and Nepal to isolate the rebels, banning the use of bows, arrows, and 
spears in the region, and conferring full powers on the local administra- 
tion to open fire in order to put down the agitation. Ultimately more 
than 1 ,500 police were dispatched to help local law and order forces in 
rounding up the rebels. Between August and September 1967, police ar- 
rested about 1,300 men, including most of the top leadership of the 
movement — although Kanu Sanyal, the foremost revolutionary hero of 
the rebellion — managed to escape. The survivors, however, had to go 
underground, and the movement was effectively suppressed within a few 
weeks. 

The Naxalbari revolt had a radicalizing effect on large numbers of 
young students and urban intellectuals. Many had supported the CPI(M) 
as a revolutionary force only to see it apparently succumb, as the CPI 
before it, to the blandishments of the electoral system in the rewards of 
office. As the party leadership dissociated itself from the Naxalites, dis- 
solving the Darjeeling and Siliguri units, expelling nineteen members 
from the party, and acquiescing in the state government’s decision to use 
the police against the rebels, dissident left factions of the CPI(M) formed 
an ad hoc All-India Coordination Committee of Communist Revolu- 
tionaries (AICCCR) to pressure the party into denouncing parliamentary 
tactics in favor of class struggle. The radicals, buoyed by attacks on the 
CPI(M) leadership in the Peking press, charging the Marxists with revi- 
sionist tendencies in suppressing the agrarian revolutionary struggle, 
were by September 1967 prepared to leave the party rather than continue 
to endorse an electoral strategy. Defections occurred in several states. 
Revolutionary communists, collectively identified as Naxalites, left the 
CPI(M) in large numbers in Andhra Pradesh and West Bengal. Naxalite 
factions also emerged in Kerala, Uttar Pradesh, Punjab, and Tamil 
Nadu.®° By May 1969, the number of Naxalite activists in the states was 
estimated at between 15,000 and 20,000, with approximately one half of 
their ranks drawn from CPI(M) defectors.®' Sporadic terrorism by Nax- 
alites, including raids on the homes of landlords, murder and arson, and 
more spectacular attacks on police stations, occurred in widely separate 
parts of the country. Naxalite groups were reported to be gaining 


Fbr an e.xtendcd analysis of the Naxalbari movement, see Franda, Radical Politics iit 
West Bengal, pp. 149-62; also Moham Ram, .\/atii5»i in India, pp. 38-71. 

The origin of the split of the CPI{M) is described in detail in Fie, Kerala, Yenan of 
India , pp. 421-43. 

"Naxalites," The Times of India Magazine, May 18, 1969. 
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ground among landless peasants and youth in the rice-growing coastal 
areas of Andhra Pradesh, Kerala, West Bengal, and Orissa. The home 
ministry, in June 1970, found it necessary formally to caution six 
states — ^West Bengal, Bihar, Punjab, Orissa, Uttar Pradesh, and Kerala, 
about the activities of Naxalites, who were said to be planning a “new, 
democratic” revolution on Maoist lines involving extensive class vio- 
lence in rural areas. 

The Naxalites, although weakened by internal differences on the struc- 
ture of a revolutionary party, that saw rival centers of influence emerge 
in the leadership of the two main West Bengal and Andhra contingents, 
did succeed, at least as a formal exercise, in founding the first Indian 
communist party openly committed to techniques of rural class war. On 
May Day 1969, the Bengali Naxalites, led by Kanu Sanyal, announced 
formation of a new “Communist Party, Marxist-Leninist,”^^ which re- 
jected outright the “hoax of parliamentarism” in a commitment to “im- 
mediate revolution . . . through revolutionary peoples war.” The basic 
task of the party was to “liberate the rural areas through revolutionary 
armed agrarian revolution and encircle the cities, and finally, to liberate 
the cities and thus complete the revolution throughout the country. 
The party, which had an estimated all-India membership of 20,000 to 
30,000,^^ and attracted activists from among college students and the 
urban middle class, proposed to work underground in a two-pronged 
organizational eflbrt aimed at educating students on the need to organize 
the peasantry, and in turn to convince the peasantry of the need for revo- 
lution. Although weakly organized and limited in practice mainly to ter- 
rorist activities, the CP(ML) received immediate recognition by China as 
the only true revolutionary force in India. It did, moreover, endorse for 
the first time the Chinese path of agrarian revolution as the correct model 
for India. Affirming the dictum that political power grows out of the bar- 
rel of a gun, the CP(ML) called on communist revolutionaries to “study 
Chairman Mao’s thought, for it is only Chairman Mao’s thought that 
can bring the peasants into the revolutionary front, and Chairman Mao’s 
theory of peoples’ war is the only means by which an apparently weak 
revolutionary force can wage a successful struggle against an apparently 
powerful enemy and win victory. The basic tactics of the struggle of the 
revolutionary peasantry led by the working class is guerrilla warfare.”^® 

The Statesman , June 29 , 1970. 

The events surrounding the formation of the CP(ML) are described in Fic, Kerala, 
Yenan of India, pp. 443-52. See also Mohan Ram, Maoism in India, pp. 137-69; and Franda, 
Radical Politia in West Bengal , pp. 168-76. 

Cited in Franda, Radical Politics in West Bengal, p. 173. 

Link, May 25, 1969, p. 11. 

“Political Resolution of the Communist Party ot India (Marxist-Leninist),” cited in 
Fic, Kerala, Yenan of India, p. 22. 
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By 1969, the intensification of tribal discontent, combined with the 
outbreak of agrarian conflicts in diverse parts of the country, actually lent 
a certain credibility to the Maoist strategy. Some observers believed that 
“from the speed with which the Naxalite movement is spreading to all 
parts of India, it can be concluded that objective conditions really exist in 
India, for an armed uprising, its dynamism fed by twin forces of the na- 
tional and tribal unrest on the one hand, the agrarian upsurge on the 
other. 

The state governments, paralyzed by internal factional conflicts, were 
completely incapable of providing democratic solutions for the deep so- 
cial causes of the growing agrarian discontent. Instead, they handled each 
new outbreak as a problem of law and order, responding with rein- 
forcements for police action, including contingents deputed from the 
Central Reserve Police. The Center, no less than the states, attempted to 
meet the “extraordinary situation” existing in the country by acquiring 
stronger powers. A few weeks before the five-year old State of 
Emergency was terminated, lifting the Defense of India Rules, govern- 
ment pushed through the Lok Sabha a new Unlawful Activities (Preven- 
tion) Bill. The legislation declared illegal all activities and organizations 
aimed at disrupting the sovereignty or territorial integrity of the country, 
and conferred “extraordinary powers” on the government to identify, 
arrest, or proscribe such individuals and organizations, subject only to 
review by a one-man judicial tribunal. Members of the CPI(M) and other 
left opposition parties walked out of parliament rather than vote on a 
measure they believed was directed against them for suspected Chinese 
ties. The national leadership, meanwhile, looked forward to the mid- 
term elections as an opportunity for restoring stability to state politics 
and the predominant position of the Congress party. 

Five mid-term elections, one in Haryana in May 1968 and four in 
Bihar, Punjab, West Bengal, and Uttar Pradesh in February 1969, did lit- 
tle, however, to reestablish confidence in the efficacy of democratic 
institutions. The Congress, campaigning primarily on the slogan of po- 
litical stability, barred the nomination of defectors, those who either left 
the Congress to join other parties or joined the Congress from other 
groups. The opposition, chastened by the rapid collapse of SVD al- 
liances, either contested alone or attempted electoral adjustments with 
similarly oriented parties. 

The outcome in Haryana at first appeared hopeful. Congress increased 
its popular vote somewhat, and won exactly the same number of seats 
(48 out of 81) as it had in the 1967 elections. The new chief minister, 
Bansi Lai, seemed to enjoy the support of all factions in the state party 

Ibid., p. 451 . 
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organization. However, before the end of the year, the Haryana Con- 
gress was once again a “divided house.” Dissidents loyal to the former 
chief minister, Bhagwat Dayal Sharma, resigned from the party to join 
the opposition. Sharma, who was immediately elected head of a new 
SVD coalition, claimed a majority in the assembly and presented a 
memorandum to the governor requesting he be allowed to form a new 
government. The Congress, citing the support of independents, denied it 
had lost the majority, and asserted a counterclaim. A “fierce battle of 
body-snatching” between the two sides began anew. Assembly pro- 
ceedings were once again marked by “defections, uproarious scenes, 
walkouts, and adjournments.”®^ The Bansi Lai ministry survived, but 
only by putting into play the full arsenal of weapons perfected during the 
previous round of political warfare. Assembly sessions were variously 
prolonged, adjourned, prorogued, and resummoned, depending on es- 
timates of the momentary balance of power between Congress and the 
SVD coalition. Major business of the House was often conducted in the 
absence of opposition parties that had walked out in protest. The prob- 
lem of a clear majority for the government was for the time being solved 
when, on April 9, 1970, Bansi Lai expanded his Cabinet to appoint ten 
more ministers, including several of the original Congress defectors. 

The situation in Bihar, where the Congress High Command took di- 
rect charge of the election campaign was, if anything, less reassuring. 
The poll itself was marred by incidents of violence and attempts at some 
places to prevent voters from casting their ballots, as well as to tamper 
with the ballot boxes. Congress emerged as the largest single party in the 
state legislature (with 118 seats in a House of 318), but with ten fewer 
seats than in 1967. The Working Committee, moreover, for the first time 
conceded requests by the state leadership to participate as a full partner in 
a Congress-led multiparty coalition government, including not only 
small regional groupings, but also the Swatantra party. Even so, within 
less than four months, on June 19, the ministry was defeated in the as- 
sembly after “violent dissensions among the coalition partners and rival 
factions within the Congress over the distributions of ministerial offices 
and allocation of portfolios.”®® An alternative government formed by 
the opposition lasted no more than ten days before it, too, collapsed over 
internal disputes on the allocation of offices. On July 4, 1969, the assem- 
bly was suspended and President’s Rule once more imposed on Bihar. 

Elsewhere, the Congress was defeated by regional coalitions. In the 
Punjab, the Sikh-based Akali Dal arrived at an “electoral adjustment” 
with the Jan Sangh to win less than 39 percent of the popular vote but a 
majority of seats. The Congress, which polled more votes than in 1967, 


Kashyap, The Politics of Power, p. 203. 

”Ifcid.,p. 205. Ibid., p. 353. 
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and achieved a total popular vote somewhat higher than that of the two 
parties combined, did not win more than 36 percent of the seats. A simi- 
lar picture emerged in West Bengal. This time the Congress faced a 13- 
party United Front Alliance, including both Communist parties as well 
as the Bangla Congress. Although the Congress vote remained virtually 
unchanged at about 40 percent, outstripping the total won by the three 
major parties in the coalition (who together gained less than 35 percent), 
the front secured almost four times as many seats as the Congress (214 
compared to 55 in a House of280) to inflict a decisive defeat on the party. 

The most favorable outcome occurred in Uttar Pradesh, but even this 
fell short of the Congress party’s expectations. The Congress, which 
once again concentrated on the issue of political stability, appeared de- 
termined to secure a clear majority in the keystone state of all-India poli- 
tics, representing about one-sixth of the electorate. The senior leadership 
campaigned extensively. Mrs. Gandhi spent fifteen days traveling to all 
major regions of the state; in one three-day tour alone she addressed 
about fifty election meetings.®^ Yet the results were in the end disap- 
pointing. The Congress did achieve an incremental gain in the popular 
vote statewide, and succeeded in increasing its number of seats in the 
state legislative assembly from 168 to 180. But it could not manage to 
win a decisive victory, falling two seats short of a majority. The gov- 
ernment formed by the leader of the Congress legislative party, C. B. 
Gupta, took office with a shaky majority dependent on the support of 
Swatantra and independents. 

On the whole, the 1969 mid-term elections were read as confirmation 
of earlier trends. Congress appeared in permanent decline, failing to win 
a majority in any state. At the same time, no national alternative ap- 
peared on the horizon. Indeed, the 1969 election suggested that the “na- 
tional parties” were in decline. Apart from the Congress, the national 
parties that suffered losses included the SSP in Bihar, and the Swatantra 
and Jan Sangh in Uttar Pradesh. The Jan Sangh, which had enjoyed the 
position of second largest party in Uttar Pradesh since 1962, was in fact 
pushed from that place by the unexpected success of a new regional 
party, the Bharatiya Kranti Dal (Indian Revolutionary party). 

The prospect of further Congress decline and proliferation of regional 
parties refueled fears of national disintegration. The united front gov- 
ernments in Kerala and West Bengal, as well as the DMK regime in 
Tamil Nadu, were already demanding structural changes in the federal 
system that would seriously weaken the power of the national govern- 
ment. The CPI(M), taking the lead, proposed a “radical and immediate” 
change in Center-state relations, designed to rally maximum support 
from potential allies among noncommunist state governments, many of 

Times of India , Jznuiry 14, 1969. 
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which were chafing at the Center’s financial powers. The party program, 
adopted in 1969, called for a number of far-reaching reforms, including 
transfer of all Concurrent List Subjects in the constitution to the exclu- 
sive jurisdiction of the states; devolution of seventy-five percent of Cen- 
tral revenues to the states; and state management of all centrally adminis- 
tered agricultural, industrial, educational, social, and welfare enterprises. 
The strategic reform, however, from the point of view of the Marxists, 
was the demand for efiective state control over the all-India services, es- 
pecially the IAS and the police, including transfer of control to the states 
of all central security forces, industrial security forces, the Central Re- 
serve Police, and the Border Security Forces. Meanwhile, the Kerala 
state leadership of the CPI(M) no longer hesitated to proclaim publicly 
that the party’s purpose was to “capture power by making the fullest use 
of the constitutional machinery so that we can break the Constitution 
from within. Indeed, the victory of a Marxist-dominated coalition in 
the sensitive border state of West Bengal once again led to the outbreak 
of large-scale disorders and violence. 

After the 1969 elections in West Bengal, CPI(M) ministers not only 
controlled the critical portfoHo of land and land revenue, but the major 
departments of the home ministry, including general administration and 
police. One of the first actions of the united front government was to 
order the release of all Naxalites and other persons detained under the 
preventive detention act. At the same time, the police were instructed to 
“consult officers of the Land Revenue Department before they decided to 
act on the basis of the jotedars’ complaints. Marxist political workers 
subsequently concentrated their organizational efforts in the rural areas, 
recruiting sharecroppers and landless laborers for membership in the 
Krishak Sabhas, The land revenue administration then took advantage 
of the “popular movement from below” to convince sharecroppers they 
would be protected against retaliation for coming forward to give infor- 
mation to local revenue officers against landlords holding land in excess 
of the ceiling limit. By early 1970, the Marxist land and land revenue 
minister claimed that more than 300,000 acres of benami land had been 
identified in this way and registered by revenue officers as available for 
legal transfer. The result, however, was a sharp increase in incidents of 
forcible seizure of land. Constituents of the united front, unwilling to 
trust the outcome to judicial procedures, fought among themselves to 
“grab” the land and settle their own supporters on it. The technique used 
by the Marxists of organizing volunteer forces at the local level com- 
posed of party members and their sympathizers, in order to “assist” the 
government in carrying out the distribution program, was followed by 


The Stafes(«a»i,July 12, 1969. 
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most other members of the united front. Incidents of arson, kidnapping, 
and even murder rapidly multiplied as poor peasants killed other poor 
peasants in conflicts over benami land, and jotedars clashed with share- 
croppers. 

By the beginning of 1970, law and order in West Bengal had seriously 
deteriorated. Ajoy Mukherjee, the chief minister and head of the Bangla 
Congress, the major non-Marxist constituent of the united front, lost all 
control over the adminstration and the police in his own government. 
According to Mukherjee, in some rural areas of West Bengal “murders, 
violent clashes, looting, ^/lerao and forcible occupation of land have be- 
come the order of the day.”®'* In early February, the Bangla Congress 
withdrew its three ministers from the government; the assembly subse- 
quently became an arena in which CPI(M) and Bangla Congress MLAs 
settled their disagreements by exchanging blows. Finally, on March 16, 
1970, the chief minister, charging that the CPl(M) was establishing a 
“reign of terror” in the state, submitted his resignation. This time, how- 
ever, it brought little immediate improvement in law and order. Non- 
communist leaders charged that the administration had been perma- 
nently infiltrated by the Marxists, and the police were still inactive in 
protecting jofedurs against attacks by landless workers. The Naxalitcs, 
moreover, sharply increased their terrorist activities, murdering political 
opponents and jotedars in rural areas, and launching bomb attacks in the 
towns on educational institutions and printing presses considered sym- 
bolic of bourgeois domination. 

The mid-term elections, however, did more than confirm previous 
tendencies. They helped clarify a new trend in political development that 
illuminated the question of the direction of ideological change. In the 
welter of confusion that saw regional, communal, communist, and con- 
servative groups all win positions of power, there was a common pattern 
in the use of “economic leftism” to attract popular support. Parties rang- 
ing the entire spectrum of political opinion sought and gained advantage 
from populist slogans for the abolition of land revenue, minimum wages 
for workers, higher dearness allowances for government employees, and 
lower prices for foodgrains and other essential commodities. In the key 
state of Uttar Pradesh, the first clear signs emerged that appeals to eco- 
nomic interest could be effective as a principle of horizontal eleaoral or- 
ganization of the Backward Classes, eroding the hold of local elites over 
their low-caste followings. 

The mid-term poll in Uttar Pradesh was distinguished from previous 
contests in several ways. First, a new party emerged, the Bhartiya Kranti 

The Slatesmait, November 11, 1969. 
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Dal or Indian Revolutionary party, with the abihty to field candidates in 
almost all the constituencies of the state. Second, the leader of the BKD, 
Charan Singh — the man who had precipitated the coUapse of the Con- 
gress ministry in 1967 by leading his followers outside the party to form 
the Jan Congress and serve as the chief minister of the successor SVD 
government — was the first member of a nonehte caste to hold the highest 
political office in the state and head a major party. Although a Jat, the one 
peasant caste in Uttar Pradesh not officially listed as “Backward,” Cha- 
ran Singh belonged to that part of the Jat leadership that preferred to 
think of themselves as the natural leaders of the smaller peasant farmers 
among the Backward Classes. His popularity as the longtime leader of 
the Congress organization in Meerut district was built on a reputation for 
championing the interests of peasant cultivators of diverse agricultural 
castes, including low-ranking Ahirs, Kurmis, and Gujars, and also the 
Mushm farming population. 

The BKD as a political party was a new phenomenon in the politics of 
Uttar Pradesh for other reasons. Until the 1969 elections, established 
political patterns mirrored those in many other states. Pohtical leadership 
was the near monopoly of upper-caste landowning families, mainly the 
elite Brahmins and Thakurs. At the district level, political mobihzation 
occurred in a vertical pattern: leaders of the elite landed com- 
munities constructed multicaste political factions with support from 
families of low-status dependent groups to create “an organization based 
upon the ties between a leader and his followers, an economic patron and 
his dependents.”®^ The BKD, by contrast, decided on a strategy of peas- 
ant mobihzation that emphasized a direct appeal to the common eco- 
nomic interests of the Backward Classes throughout the state. Well over 
sixty percent of the candidates it fielded had no previous experience in 
electoral contests.®® Well over one-half of its nominees belonged to the 
Backward communities; “scores” were Muslirris, and nine belonged to 
the Jat caste. ®'^ 

There were other innovations in campaign style. The BKD rehed less 
on public meetings in cities and towns, and more on house-to-house 
canvassing in the villages to reach voters. Charan Singh raised his elec- 
tion fund of Rs. 15 lakhs in his own constituency of Chaprauli, and man- 
aged to attract another Rs. 15 lakhs in Meerut district as a whole through 
solicitations that concentrated not so much on local traders and mer- 
chants as on peasant farmers. 

Paul R. Brass, Factional Politia in an Indian State, p. 236. 

According to data compiled by Craig Baxter, of the 402 candidates fielded by the 
BKD, 146, or approximately 36 percent, had contested previous elections. Craig Baxter, 
“The Rise and Fall of the Bhartiya Kranti Dal in Uttar Pradesh” in Weiner and Field, eds.. 
Electoral Politics in the Indian States, vol. 4. 

Times of India, January 30, 1969. 
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Populist themes characterized the party’s election appeals. In contrast 
to Congress, which deliberately emphasized issues that cut across class 
lines in promising to restore stability to state politics as the condition for 
achieving progress for all, the BKD concentrated on winning support of 
the Backward Classes by identifying Congress rule not only with cor- 
rupt government but with biased administration that served only the 
special interests of the “capitalists.” 

The surprising success of the BKD in emerging as the second largest 
party in the state, surpassing the Jan Sangh, indicated deep currents of 
social change, amounting to evidence that “the dominance of the upper 
castes seemed to have been broken.”®® Although traditional patron- 
client ties still exerted primary sway on voting preference in the more 
backward eastern and central regions of the state, considerations of 
common economic interests appeared to exercise an independent influ- 
ence on electoral behavior in the highly advanced western region that 
formed part of the heartland of the “green revolution.” The Jan Sangh’s 
support, which declined in all areas of the state in 1969 relative to 1967 
levels, suffered the greatest loss in forward momentum in the western 
region. The Congress party, similarly, showed comparatively greater 
strength in the least developed eastern and central districts of the state. 
The BKD, by contrast, scored its highest popular vote in the western 
region, exceeding its overall average for all rural constituencies by about 
nine percentage points to win more than thirty percent of the poll. 
Analysis of the data to examine linkages between economic change and 
electoral behavior®^ showed interesting contrasts in the western districts 
between the pattern of support of the Congress party and the Jan Sangh 
on the one hand, and the BKD on the other. In that region, the vote for 
the Jan Sangh as well as for the Congress party was inversely related to 
the vote for the BKD, and also to a wide range of indicators of agricul- 
tural modernization. One unexpected result of the Uttar Pradesh election 
was that it signaled the first signs of changing patterns of peasant partici- 
pation toward new forms of horizontal alignments, as customary tics 
between upper-caste landlords and low-status peasant cultivators and 
landless groups began to erode. The long-term viability of vertical pat- 
terns of political mobilization was called into question within the Hindi- 
speaking heartland itself. 

Kashyap, The Polilia of Power, p. 271. 

For a systematic analysis of the changing relationships between electoral behavior and 
agrarian modernization during the 1962, 1967, and 1969 elections in Uttar Pradesh sec 
Franrine Frankcl, “The Problems of Correlating Electoral and Economic Variables." 
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The Congress Split 
and the Radicalization 
of Indian Politics 


By the late 1960s, India was caught up in a double crisis of economic 
stagnation and political instabihty. Liberal economic poHcies adopted 
during the Shastri years appeared unlikely to solve the problems of the 
economic decline and certain to aggravate the difhculties of pohtical dis- 
order. 

The new agricultural strategy made rapid production gains only in 
limited areas of the country, where large consoHdated holdings were able 
to provide economies of scale essential for profitable investment in costly 
modem inputs. Meanwhile, diversion of scarce public finances and 
foreign exchange to the agricultural sector threatened the modest 
momentum in industrial growth. As aid levels declined, it became diffi- 
cult to ensure even the minimum imports of raw materials, components, 
and spare parts necessary to achieve the full utiHzation of existing capac- 
ity. A wide array of incentives to the private sector, including relaxing 
licensing provisions, lifting price controls, and stepping up credit from 
government financial institutions, gave little sign of generating much 
higher levels of investment. Many businessmen found it more attractive 
to divert often undeclared and untaxed “black money” into speculative 
activities ensuring quick, high profit and low-risk returns. 

The liberal economic policies, moreover, widened existing inequali- 
ties. Concentration of economic power in the larger business houses per- 
ceptibly heightened glaring disparities between the opulent life style of 
prosperous factory owners and their executives and the marginal exist- 
ence of the masses of the urban poor and unemployed. The new agricul- 
tural strategy exacted even higher social costs, exacerbating both re- 
gional and class inequalities. A few well-placed states, primarily in the 
irrigated wheat areas, made spectacular progress. A small minority of 
larger landowners doubled and trebled their incomes from a variety ot 
more efficient techniques. The bulk of agriculturists, however, fell fur- 
ther behind. Within the vast rural sector, forty to fifty percent of the 
population, those with no land or small fragments, continued to live at 
such marginal levels that their condition was officially described at below 
the level of poverty. 
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The strength of the Congress party and its capacity to secure national 
integration and provide stable government at the Center and in the states 
dramatically eroded. The dissatisfied young, the lower income groups, 
the uneducated, the religious minorities — all of whom had provided the 
party with its broad-based following — turned to diverse local opposition 
parties. Yet the heterogenous coalitions that replaced Congress govern- 
ments in several states after 1967 proved incapable of creating stable 
majorities around a common economic and political program. They led a 
precarious existence punctuated by defections and counterdefections that 
produced conditions of quasi-permanent cabinet crises. 

As the economic situation deteriorated, popular discontent spilled over 
into political violence. Marxist and Naxalite revolutionary groups scored 
striking successes in organizing extraparliamentary “mass struggles” that 
fused appeals to regional, linguistic, and tribal aspirations with promises 
of ending economic exploitation. In West Bengal, coercive industrial 
strikes and land-grab agitations paralyzed normal economic and political 
life, even while posing a national security threat in a sensitive border re- 
gion. At the same time, the growing incidence of spontaneous agrarian 
outbreaks suggested large scope for organizing land-grab movements 
among the peasantry in widely separate areas of the country. The ques- 
tion of the viability of democratic processes of government under condi- 
tions of increasing political unrest was for the first time seriously 
debated. 

Economic stagnation, compounded by problems of political instability 
and disorder, seemed to make it inevitable that questions of fundamental 
economic and social transformation, set aside since Nehru’s death, 
would once again be raised. But renewed demands that Congress carry 
out longstanding promises of economic reform were advanced in a 
political setting that had become much less favorable to accommodative 
methods of social change. The unresolved controversies over the direc- 
tion and pace of social transformation were, moreover, revived in the 
immediate context of a complex power struggle inside the Congress 
party. 

The conflict had two separate but ultimately intertwining strands. The 
prime minister and the senior leaders of the Congress party organiza- 
tion — known collectively as the Syndicate — were engaged in an embit- 
tered battle for preeminence in the conduct of governmental affairs. At 
the same time, the older party bosses — some of whom belonged to the 
Syndicate — were caught up in a confrontation with a younger group of 
socialist radicals determined to wrest control of the organization from 
their hands and shape it into an effective instrument of reform. The inter- 
section of these two factional battles, in which the radicals offered sup- 
port to Mrs. Gandhi and she accepted their help after it became evident 
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that the Syndicate was preparing to replace her as prime minister, led di- 
rectly to the split of the Congress party in 1969. It also transformed the 
nature of Indian pohtics. The spht was subsequently justified solely as an 
ideological conflict between those with a vested interest in the status quo 
and those committed to sociaHst change. As a result, even the appearance 
of political consensus that had estabhshed the Congress as a party of na- 
tional unity was shattered. Pohtical rhetoric emphasizing slogans of class 
struggle replaced the pragmatic language of accommodation. Com- 
promise, once lauded as the expression of India’s national genius in poht- 
ical life, was denounced as nothing more than collusion with the vested 
interests. Political action increasingly tended toward confrontation. 

The conflia between Mrs. Gandhi and the Syndicate surfaced immedi- 
ately after the 1967 elections. It was prompted by fears among the party 
leaders that they were fast losing their former position of influence under 
the principle of collective leadership estabhshed during the Shastri years. 
The electoral disasters experienced by the party, and the humfliating 
personal defeats suffered by S. K. Patil, Atulya Ghosh, and Kamaraj, criti- 
cally weakened the prestige of the organizational wing. Kamaraj, in par- 
ticular, found little opportunity to reenaa his role as arbiter in the selec- 
tion of the new prime minister. Instead, the chief ministers of those states 
where Congress was returned to power united around the candidacy of 
Mrs. Gandhi. This time, in fact, Mrs. Gandhi’s eleaion was taken for 
granted. There was no succession contest and no secret ballot at the meet- 
ing of the Congress parfiamentary party on March 12, 1967, which unan- 
imously elected Mrs. Gandhi leader and prime minister.^ 

The new ministty announced on March 14 further reflected Mrs. Gan- 
dhi’s independence of party guidance. The list of Cabinet members was 
shown to Kamaraj only as a courtesy shortly before the formal an- 
nouncement. It excluded N. Sanjiva Reddy, the only ehgible member of 
the Syndicate previously holding a ministerial post. Instead, the Con- 
gress party boss of Andhra Pradesh was “elevated” to speaker of the Lok 
Sabha. Otherwise, places were found for the prime minister’s pohtical 
supporters and personal alhes, including Jagjivan Ram (Priod and Ag- 
riculture); Y. B. Chavan (Home); Asoka Mehta (Petroleum and Chemi- 
cals); Fakhruddin Ali Ahmed (Industrial Development); and Dinesh 
Singh (Commerce). Others accommodated were drawn from among the 

^ According to interview data reported by Michael Brecher, Congress MPs were rein- 
forced in their preference for Mrs. Gandhi by the election setbacks at the states. They be- 
lieved that Mrs. Gandhi’s national image, reputation for flexibility, and acceptability to 
minorities were decisive qualifications for leadership at a time when both party unir>’ and 
national integration might depend on the central government’s overall credibility in its deal- 
ings tvith disparate state coalitions. See Michael Brecher, Political Leadership in India, pp. 
57 - 58 , 71 - 94 . 
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nominees of those chief ministers who had supported Mrs. Gandhi’s 
candidacy as prime minister.^ 

The Syndicate, however, did manage to execute an unexpected ma- 
neuver that gained them a foothold in the new government. Rumors of 
defections from the ruling party in the Lok Sabha provided the ra- 
tionalization for arguments that a close working relationship between 
Mrs. Gandhi and Morarji Desai was necessary to assure political stabil- 
ity at the Center. Desai was, in fact, the only credible rallying point for 
dissidents inside the national party. Kamaraj, in his capacity as Congress 
president, initiated the move toward a rapprochement with Desai. He 
took the lead in urging that the senior leader be included in the Cabinet as 
the best guarantee of party unity. Although Mrs. Gandhi’s personal allies 
were opposed to any such arrangement, the fact that her major backers 
among the chief ministers insisted on the accommodation constrained 
her to agree. ^ Desai was more difficult to convince. He considered the 
prime minister’s first offer to him of the finance ministry both a thankless 
task, and one inferior in status to the home ministry held by Chavan, a 
man junior to him in age, experience, and years of service to the party. 
Kamaraj, acting as an intermediary, eventually prevailed on Desai to join 
the Cabinet, but only under a new formula that made him both deputy 
prime minister and finance minister.'* 

The active role played by Kamaraj in securing Desai’s entrance into the 
government created the impression that the new deputy prime minister 
was the Syndicate’s representative inside the Cabinet for the purpose of 
“keep[ing] a check on Mrs. Gandhi”® in the ongoing power struggle. 
This notion easily merged with the broader idea, encouraged by the radi- 
cals, that Desai acted as spokesman for the Syndicate in conflicts over 
questions of policy. Actually, Kamaraj as well as other members of the 
Syndicate were at various times distressed by Desai’s inflexible posture 
on economic and social policy. They supported him almost entirely for 
cynical reasons. Desai, limited by age, could not monopolize political 
power very long even if he was permitted to realize his longtime ambi- 
tion of becoming prime minister. Mrs. Gandhi, by contrast, was still a 
young woman. She could, like her father before her, establish herself in- 
definitely as the authoritative head of government, ending all prospect of 

^ See Zareer Masani, Indira Gandhi, a Biography, pp. 175-76. 

^ The chief ministers of Madhya Pradesh, Uttar Pradesh, Andhra, and Mysore, having a 
strong hold on the votes of 178 of the 283 members of the Congress parliamentary party, 
threatened to withdraw their support from Mrs. Gandhi unless she agreed to Desai’s terms. 
Ibid.,p. 174. 

■* Desai’s interpretation of his powers as deputy prime minister, which he said he ex- 
pressed to Mrs. Gandhi before accepting the post, was that “I must be able to speak on your 
behalf without asking you.” Interview, Morarji Desai, New Delhi, August 30, 1973. 

* Kuldip Nayar reported that Kamaraj used this phrase in describing his satisfaction at 
Desai’s return to the Cabinet. See Nayar, /infra, the Critical Years, p. 28. 
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restoring the Syndicate’s preferred style of collective leadership. Desai 
himself had no illusions about the Syndicate’s motivations. He attributed 
their sudden support for him to the fact that “Indira put all the Syndicate 
members on the scrap heap’’ and called it an “irony of fate that I am with 
the Syndicate now.”^ 

Mrs. Gandhi, counseled that Desai was the Syndicate’s “Trojan horse 
in the Cabinet,””^ reacted by seeking out new alHes inside the party in an 
effort to build an independent base of power. The prime minister’s natu- 
ral constituency, both as Jawaharlal Nehru’s daughter and in the context 
of her own “progressive” image, had long been thought to rest with the 
younger socialists among the party’s rank and file. Yet, since assuming 
power in 1966, Mrs. Gandhi’s credibility among this group and the 
wider left outside was seriously compromised by dependence on eco- 
nomic advisers counseling technocratic growth strategies that could be 
accomplished only through greater incentives to private enterprise. Such 
an approach, moreover, was predicated on receiving higher levels of 
Western, particularly American, aid. But even before devaluation, grow- 
ing dependence on American assistance created widespread anxiety 
among the Congress rank and file that India was losing her independence 
in foreign affairs. The decision to devalue in obvious response to Western 
pressure was denounced as the ultimate step in national humiliation. The 
left, in particular, excoriated Mrs. Gandhi for her action. The CPI, 
which for years had taken pains to support Nehru in distinction to other 
“reactionary” elements inside the Congress party, no longer made the 
same discrimination in relation to his daughter. The National Council of 
the CPI, meeting on June 9-15, 1966, adopted a formal resolution to de- 
mand “the immediate resignation of the Central Government headed by 
Indira Gandhi because it had proved itself wholly unworthy of any na- 
tional trust and thereby forfeited its moral and pohtical right to be placed 
at the helm of national affairs.”® 

Notwithstanding the flood of political abuse pouring in on the prime 
minister in the wake of devaluation, she stiU enjoyed one crucial advan- 
tage in tapping the deep public sentiment that had been revealed against 
dictation or the appearance of any dictation from the West on questions 
of national pohcy. Mrs. Gandhi, after all, was the daughter of Nehru — 
India’s architect of nonalignment. Her opponents in the Syndicate were, 
by contrast, publicly identified with pro-American sentiments. Desai, a 
fierce antagonist of communism and the Soviet Union, was by default 
associated with a personal preference for the West. S. K. Patil, long out- 
spoken in his admiration for the capitalist system, made no secret of his 
sympathies for the United States. 

* Inter\’iew, Moragi Desai, New Delhi, August 18, 1973. 

'' Nayar, India, the Critical Years, p. 28. 

® Cited in Fic, Kerala, Yenan of India, p. 341. 
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There were signs that Mrs. Gandhi was tentatively edging into a more 
critical posture toward the United States. As early as July 1966, she used 
the opportunity of her visit to the Soviet Union to sign a joint com- 
munique demanding an immediate and unconditional halt in American 
bombing of North Vietnam. After the 1967 elections, moreover, the 
government made it known that a proposal for a joint Indo-Amcrican 
Education Foundation in India, announced during the prime minister’s 
1966 visit to the United States, would be dropped.® The government’s 
attitude toward foreign private investment, especially toward collabora- 
tion by international oil companies in fertihzer projects favored by the 
World Bank, became almost entirely negative. Asoka Mehta, then minis- 
ter of petroleum and chemicals, and until the debacle of devaluation one 
of the prime minister’s closest economic advisers, found his proposals for 
joint ventures between foreign investors and Indian firms, though 
framed in terms he considered mutually beneficial, “shot down one by 
one” at Mrs. Gandhi’s behest in the Cabinet. Disillusioned, he resigned 
in August 1968.10 

A more critical stance toward the United States was perhaps inevitable 
as the 1960s drew to an end. Disillusionment, frustration, and anger were 
all feelings that ran deep. There had been multiple sources of disap- 
pointment. The Kennedy administration, which at the time of the 
Chinese attack in 1962 responded immediately to India’s crisis request for 
transport planes, light equipment, and infantry weapons, was unpre- 
pared for the entanglements and massive expenditures envisaged in meet- 
ing follow-up proposals for a joint air defense or for providing arms 
manufacturing capacity, raw materials, tanks, and fighter planes required 
to create a modern air force. The price tag on assistance of this mag- 
nitude, vaguely estimated at some “billions of dollars” by the American 
ambassador, 11 was sharply reduced in negotiations to about S500 million 
worth of arms and equipment. The major portion of this amount was 

’ The proposal envisaged that the foundation would fund higher education and research 
projects in India, using an initial endowment of300 million dollars drawn from U.S. hold- 
ings of PL 480 rupees. At the AICC meeting on May 21, 19fi6, a debate on a nonoflicial 
resolution to discuss the proposal for the establishment of the Indo-U.S. Education Foun- 
dation revealed widespread concern over the potential for American penetration of India's 
educational system. The venture was denounced for "bartering away the minds of the 
people”: apprehension was also e.xpressed about operatives of the CIA, who went to 
foreign countries “masquerading as education experts.” Congress BiiUctin, Nos. 4, 5. and 6 
(April-June 1966), pp. 169, 171. 

The formal reason given by Mehta for his resignation from the Cabinet was dissent 
from India’s decision to abstain on the United Nations resolution condemning Russia for 
the invasion of Czechoslovakia in August 1968. Privately, he dated his estrangement from 
the government to the end of 1967, when Mrs. Gandhi, relying on new advisers, especially 
P. N. Haksar and Dinesh Singh, withdrew her support from growth-oriented economic 
policies to follow a more populist approach. Interview, Asoka Mehta, New Delhi. June 15, 
1973. 

" GMiTihh, Ambassador's Journal, p. 471. 
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never delivered. The United States suspended all militar)^ aid to both Pa- 
kistan and India during the 1965 war, at a time when deHveries to India 
were well under SlOO millions. By contrast, Pakistan had already re- 
ceived mihtary aid from the United States — dating from the 1954 
SEATO aUiance — ^\’^alued at a minimum of S672 millions, including 
Patton tanks. Sabre jets, and supersonic fighters. Some of this equipment 
was used against India in the 1965 war, compounding the sense of out- 
rage experienced by the government and pubhc at the sudden cut-off of 
aid. 

Similar disappointments developed on matters of economic assistance. 
After years of pressure by USAID and the World Bank for higher in- 
vestment priority to agriculture and a larger role for private enterprise 
in industrial development, India’s reorientation of the development strat- 
egy in line with Western advice did not secure the higher aid levels prom- 
ised to finance the necessary imports of fertihzers, industrial raw mate- 
rials, components, and spare parts in support of the new approach. In- 
stead, the Johnson administration, preoccupied with the war in Vietnam 
and unable to surmount Congressional opposition to additional expendi- 
tures on foreign assistance, cut back on earlier pledges. The reduced con- 
tributions by the United States had an immediate impact on Consortium 
aid. This fell to about one-half of the total amount projected during dis- 
cussions on devaluation between India and the World Bank. 

The government found it necessary to look in other directions. After 
1965, the Soviet Union became India’s most important source of defense 
equipment, supplying the manufacturing capacity for building advanced 
fighter aircraft as weU as a wide range of other modem arms, equipment, 
ammunition, and spare parts. At about the same time, the Russians also 
greatly increased aid commitments for India’s development plans, pro- 
viding badly needed finance for heavy industry projects in the public sec- 
tor. As the prospect of nonproject aid from the Consortium powers de- 
clined, reducing the availabihty of free foreign exchange for imports, 
moreover, the idea of expanded trade agreements with the Soviet Union 
based on commodity payments — ^including provisions specifying that 
the Russians would take an increasing share of its imports from India in 
manufactured goods — became particularly attractive. A major Indo- 
Soviet trade agreement based on these arrangements was signed injanu- 
ary 1966. It raised expertations of a hundredfold increase in trade be- 
tween the two countries by 1970 to make the USSR India’s second 
largest trading partner. Further, it estabhshed the principle of setting up 
industrial capacity in each country" to meet the requirements of the other. 

Pran Chopra, India’s Second Liberation (Delhi, 1973), p. 28. Figures used by the Defense 
Department and other American officials to estimate the value of arms deliveries to Paki- 
stan until the suspension of military aid in 1965 have ranged from S672 million to S2,000 
million. 
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The gradual decline in Indo-American ties and the corresponding 
strengthening of Indo-Soviet relations was as a general phenomenon re- 
lated to overall shifts in international power alignments. The sharpening 
conflict between China and the USSR caused the superpowers to reassess 
their policies toward the subcontinent. In the case of the United States, 
this reassessment ultimately led to attempts at rapprochement with 
China. In the case of the USSR, it enhanced the value of closer coopera- 
tion with India as a bulwark against Chinese expansion, and contributed 
to a situation in which the interests of India and the Soviet Union more 
frequently converged. These changing alignments no doubt would have 
influenced the foreign policy of any Indian government in a similar direc- 
tion during this period. Indeed, the military, aid, and trade agreements 
that provided the building blocks of a closer Indo-Soviet friendship all 
had their origins in initiatives taken during the Nehru and Shastri years. 
Nevertheless, the rhetoric of antiimperialism that was employed by the 
Indian government after 1967 as a rationalization for the shift was at least 
partly designed to influence the outcome of the emerging struggle for 
power inside the party, as a means of building the prime minister’s popu- 
lar support. It was this rhetoric — charges that Western powers were de- 
termined to prevent India from becoming a strong, industrialized 
state — rather than the shifting alignment itself, that created the worst 
personal and political animosities, which slowly began to corrode 
Indo-American relations. It did, however, permit Mrs. Gandhi to reas- 
sert her national image as a “progressive” leader inside the Congress 
party, and also to mend her political fences with the CPI. This last was 
not a minor consideration in the aftermath of the 1967 elections. It al- 
lowed the prime minister to renew her ties with communist leaders in 
those states in which Congress was in a minority, and it helped to 
broaden the base of her personal support in parliament. 

It was not, however, on questions of foreign policy, but over domestic 
economic and political issues, that rival groups inside the party started 
the process of confrontation thqt threatened Congress unity. The im- 
mediate impetus for the growing division originated in differing in- 
terpretations of the reasons for the 1967 election defeats. Small teams sent 
around the country by the AICC to investigate at first hand the causes of 
electoral failures came back with broadly similar conclusions. The set- 
backs were due mainly to the gap between Congress policies and im- 
plementation in the economic field. Opposition parties of all shades of 
opinion had been able to convert popular disappointment into anti- 
Congress votes at the polls. 

The note on “Lessons of the General Election"’^ submitted by G. L. 
Nanda on April 10, 1967, to the Working Committee did not stop at 

G. L. Nand.T, Lessons of llic General Election (New Delhi, 1967), p. 2976. 
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such general observations. It went on to consider the reasons why Con- 
gress programs were not carried out, as well as the direction of needed 
reforms if these failures were to be reversed. According to Nanda, the 
source of Congress inability to implement basic plan policies could be 
found in the nature of the party organization itself. The leadership did 
not share any common socialist outlook or set of ideals. Rather, it 
viewed the party primarily as an arena in which to advance personal 
power and economic interests. Mass contacts were neglected. Power was 
exercised on behalf of a small section of the community. Committed 
workers were excluded from leadership positions inside the party. En- 
trenched bosses manipulated party elections by voting milhons of bogus 
or fictitious names on behalf of their own factional candidates in con- 
tests to local bodies that, in turn, elected all higher organs of the party. 

The analysis advanced two broad conclusions. It was, of course, neces- 
sary to reaffirm party principles and programs, especially the pledges of 
Bhubaneswar to provide a national minimum standard of food, clothing, 
housing, education, and health. Even more essential, however, the party 
organization had to be thoroughly reformed. There had to be an end to 
bogus membership. Primary members had to be recruited on the basis of 
an understanding of Congress principles and a wilhngness to promote its 
policies. A cadre of trained, full-time workers had to be created for the 
purpose of mobilizing the general membership and the masses for im- 
plementation of specific tasks in a scheme of constructive work. Most 
important, the responsibility for this kind of transformation could not be 
left solely in the hands of the senior leadership, by imphcation the very 
party bosses who had been manipulating bogus memberships to establish 
their control. The task had to be placed in the hands of younger men ele- 
vated to leadership positions according to criteria of commitment to 
Congress pohcies. 

These themes, sounded as early as 1962 by the Congress Forum for 
Sociahst Action, but shut out in the years since Nehru’s death by the 
dominant conservative leadership, met with a divided response. They 
found a resonant echo among socialist members of the rank and file, 
many of whom had some association with the Forum. But the leadership 
at all levels of the party organization were reluctant to endorse such a 
sweeping indictment of their own stewardship. PCC presidents and sec- 
retaries, while acknowledging that failures in economic policy had been 
very important in accounting for election defeats pointed to a multitude 
of other faaors. They cited the effects of a united opposition; shortages 
of campaign funds; the role of ex-rulers who suddenly joined the opposi- 
tion; and regional issues ranging from the language problem in the south 
to drought in Bihar, Orissa, and Uttar Pradesh.^'* 

See the proceedings of the Conference of Presidents and Secretaries of PCCs and 
DCCs, April 9, 1967, New Delhi. Congress Bulletin . Nos. 4-5 (April-May 1967), pp. 46-62. 
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The high command was divided. At the AICC meeting in June 1967. 
where the election results were debated,*® Kamaraj endorsed the view 
that the major faaor explaining election losses was the gap between 
Congress policies and implementation in economic matters, and that it 
was urgently necessary to fulfill past promises. S. K. Patil, by contrast, 
found the election results no more than “a normal change in a democracy 
because people get tired with the same leader and party.”**’ Morarji Desai 
reacted angrily at what he considered a campaign to “malign” the older 
leadership.*’ Mrs. Gandhi endorsed the arguments for immediate action 
to “curb the tendency which sought to perpetuate the privileged and the 
underprivileged.” She also expressed concern about the problem of 
bogus membership in the organization and the need to recruit students 
and youth and elevate them to responsible positions inside the party. She 
was unwilling however, to Join in the attacks on the older leadership.*® 

The Working Committee, although divided on the exact causes and 
cures for the Congress decline, nevertheless felt the need for some 
symbolic action to dramatize the commitment of the party to imple- 
mentation of Congress programs. Atulya Ghosh took the first step in 
proposing a new initiative on May 12, 1967, when he introduced a note 
declaring that the privileges of princes were “incongruous to the concept 
and practice of democracy” and necessary steps should be taken to re- 
move them.*® Subsequently, the high command, incorporating the pro- 
posal in a “Resolution for Implementation of Congress Programmes" 
approved a more comprehensive “Ten-Point Programme”^® to acceler- 
ate the attainment of a socialist society. These stated: 

1. Government should take steps to implement social control of 
banking institutions, and; 

2. Nationalize general insurance. 

3. Export and import trade should be progressively undertaken 
through State agencies. 

4. A national policy of public distribution of foodgrains particu- 
larly to the vulnerable sections of the community should be 
worked out and the F.C.I. and cooperative agencies should be 
utilized to the maximum e.xtent. 

5. Consumer cooperatives should be organized to cover urban and 
rural areas for supply of the more essential commodities to the 
community at fair prices . . . processing and manufacturing in- 

A full debate on the results of the general election was conducted at the AICC meeting 
in New Delhi, June 23, 1967. For the proceedings, see Cengress Diillcliii, Nos. 6-7 (June- 
July 1967), op. 83-133. 

'<■ Ihid..p.81. " lhU.,p.')A. 

>8 Ihid..p. 133. 

” Congress Bulletin, Nos. 4-5 (April-May 1967), p. .37. 

**’ The text of the Ten-Point Program is published ibid., pp. .38-39. 
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dustries in the State and cooperative sector should be established 
on an extensive scale. 

6. The Working Committee welcomes the decision of the Gov- 
ernment to implement the Monopohes Commission report^^ 
and hopes effective steps would be taken to curb monopolies 
and concentration of economic power. 

7. A positive step should be taken towards the provision of 
minimum needs to the entire community. 

8. Limitations of urban income and property. 

9. Rural works program to give employment to the landless; im- 
proved implementation of land reforms; credit against personal 
security of assets that are to be created to agricultural laborers; 
drinking water. 

10. The privileges other than privy purses enjoyed by the ex-rulers 
are incongruous to the concept and practice of democracy. Gov- 
ernment should examine it and take steps to remove them. 

The Ten-Point Program, apart from the proposal to remove privileges 
enjoyed by ex-rulers, did no more than reiterate longstanding policies of 
the Congress party. Nevertheless, the resolution provoked a sharp 
ideological debate when it was submitted for approval to the AICC on 
June 23, 1967. K. D. Malaviya, spokesman for the Forum’s point of 
view, revived earlier criticism of the Working Committee’s “feeling 
shy” of the word nationalization when it referred to banks. Efforts to 
change the wording from a proposal for “social control” to one calling 
for nationalization of banks were, however, again defeated. But this 
time, the radicals scored a highly visible victory. Mohan Dharia (then 
general secretary of the Maharashtra Pradesh Congress Committee and a 
member of the Congress Forum for Socialist Action) offered an 
amendment of the resolution demanding abolition of the privy purses as 
well as the privileges of former princely rulers. The amendment, intro- 
duced at the end of the session, when most delegates had already de- 
parted, was passed by a vote of seventeen to four. Even so, it auto- 
matically became part of the Ten-Point Program, which was adopted by 
unanimous vote of the AICC. Reaction to the amendment and the way it 
was passed revealed substantial ideological disarray among the senior 

The Monopoly Inquiry Commission was appointed by the government in April 1964 
to “enquire into the existence and effect of concentration of economic power in private 
hands.” The report pointed out that the big business houses had important advantages over 
smaller firms in securing licenses for the estabhshment of new industries or expansion of 
existing capacity. The larger business houses were considered more credit-worthy by banks 
and other financial institutions; they were also the main beneficiaries of the system of con- 
trols that restricted freedom of entry into most industries and favored those firms that were 
already established. See India, Report of the Monopolies Inqiiir)’ Commission, 1965, Vols. 1 and 
2 (Delhi, 1966). 
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party leaders. Y. B. Chavan and Atulya Ghosh were both pleased. S. K. 
Patil described the move as “stark madness.” Morarji Desai repudiated it 
as a breach of faith with the princes. Mrs. Gandhi was mainly disturbed 
at the way in which the resolution was passed. 

The party as a whole was rapidly growing more divided. The younger 
radicals grew insistent on immediate action to implement the Ten-Point 
Program. Their demands, along with renewed arguments for the com- 
plete takeover of the banking system, was urged on the national leader- 
ship on the eve of the Jabalpur AICC Session in October 1967. Althougli 
the radicals relied on supporters both inside the Cabinet and the Working 
Committee, they came up in both bodies against the rock-like opposition 
of Morarji Desai. The deputy prime minister prevailed in winning a 
commitment from his colleagues to consider bank nationalization only 
after social control had been given a fair trial for at least two years. In 
addition, he won an agreement to proceed slowly on the abolition of 
privy purses through negotiations with former rulers, aimed at reaching 
a consensual solution. 

At Jabalpur, the radicals, dubbed “Young Turks” by the press, greeted 
these decisions with protests that questioned the government’s sincerity 
in implementing the Ten-Point Program. This time the senior leadership 
closed ranks. Mrs. Gandhi, urging that nothing should be done to 
Jeopardize Congress unity, extended her support to Morarji Desai. Her 
lead was followed by Kamaraj, and by Chavan andjagjivan Ram, the 
two Cabinet ministers on whose support the Young Turks had 
counted. 

Over the next year, government policy reflected the deputy prime 
minister’s views. Legislation imposing “social control” over commercial 
banks was passed by the Lok Sabha.^”* General insurance was submitted 
to similar regulation.^® Meanwhile, in November 1967, the Cabinet ap- 
proved the first round of negotiations between the representatives of 
government and the Concord of Princes. 

The party remained sharply divided. After Jabalpur, the Working 


See Kunhi Krishnan, Chavan and the Troubled Decade, pp. 256-59. 

Fbr an account of the proceedings at the Jabalpur AICC meeting, see Cont^ress Biillclin. 
No. 10 (October 1967), pp. 205-17. 

The scheme for “social control” of commercial banks relied heavily on administrative 
reforms to reconstitute and diversify the boards of directors of each bank in order to dilute 
the controlling power of the larger business houses. The plan included provisions for 
Reserve Bank approval in the appointments of full-time chairmen and the selection of di- 
rectors from diverse sectors of the economy’, ranging from small-scale and medium indus- 
tries to cooperatives and agriculture. In addition, the banks were to be guided in credit pol- 
icy by a newly created National Credit Council and by the already nationalized State Hank 
of India, including targets for opening branches in rural areas and expanding deposits. Sec 
The Statesman, December 11, 12, 22, 23, 1967. 

See The Statesman, April 9, 1968. 
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Committee placed only “explanatory statements” on economic policy^ 
before the AICC, rather than risk the divisive debates that would have 
accompanied voting on a formal resolution. The Congress could not, in 
fact, agree on any resolution on economic policy for two years, the pe- 
riod between the adoption of the Ten-Point Program in June 1967 and 
the Bangalore session of the AICC in July 1969, which presaged the split 
in the party. 

The Syndicate, divided on issues of polic>% remained welded together 
by their common aim of curbing the independent power of the prime 
minister. Although the strain between Kamaraj and Mrs. Gandhi finally 
resulted, in November 1967, in a decision to elect a new president of the 
Congress, the Working Committee mandated that the nominee be 
named as the common choice of Kamaraj and Mrs. Gandhi. The two 
compromised on S. Nijahngappa, then chief minister of Mysore, a 
member of the Syndicate, but a poUtician without any personal animus 
toward Mrs. Gandhi. 

The 1968 Hyderabad session of the AICC revealed a rough balance of 
power between the followers of the Syndicate on the one hand, and those 
of the state chief ministers who were generally identified with Mrs. Gan- 
dhi on the other. The outcome of the election for the seven elective seats 
in the twenty-one-member Working Committee indicated that the Syn- 
dicate’s ability to elea their own supporters was matched by the capacity 
of Mrs. Gandhi’s allies to get elected without Syndicate help. Nijalin- 
gappa, in appointing the thirteen nominated members of the Working 
Committee, preserved roughly the same factional balance. The new 
Central Parliamentary Board elected by the Working Committee also 
appeared equally divided between the two groups. 

Relationships among the senior leadership remained uneasy. Mrs. 
Gandhi, hemmed in by Moraiji Desai, attempted to maintain a balance in 
the Cabinet by cultivating the support of lesser leaders. Increasingly, she 
sought advice from trusted personal advisers, first Dinesh Singh, who 
was elevated to foreign minister, and then P. N. Haksar, who succeeded 
L. K. Jha as head of the prime minister’s secretariat in early 1968. She 
appeared, moreover, to condone — through silence — attacks on conserva- 
tive Syndicate members launched by Congress MPs aligned with the 
Forum group. Nijalingappa’s repeated threats of disciplinary action 
against the radicals did not ehcit any expressions of support. On the con- 
trary, Mrs. Gandhi failed to come to the defense of Morarji Desai when 
Chandra Shekhar, a prominent Forum MP, impugned the personal in- 
tegrity of the deputy prime minister on the floor of the Lok Sabha. When 
evidence for the charges appeared unconvincing, Mrs. Gandhi did not 
censure Chandra Shekhar, although the Congress parHamentary party 
authorized her to do so. 
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Such incidents only increased the personal animosity of some Syndi- 
cate members toward Mrs. Gandhi. In addition, the conservatives were 
alarmed at the prime minister’s growing reliance on P. N. Haksar as a 
political adviser. A career civil servant who had held important diplo- 
matic posts in Germany, Eastern Europe, and Great Britain, serving for a 
time as secretary in the Ministry of External Affairs, Haksar was known 
to be a dedicated socialist. Since his student days, when he participated in 
communist labor front organizations and by some accounts became a 
member of the CPI, he had believed that social change in India would 
require more radical political methods than democratic processes were 
likely to allow. Staunch conservatives such as S. K. Patil did not find it 
difficult to imagine that Haksar served as a channel of communication 
between Moscow and New Delhi, via the Soviet embassy, and actually 
passed on directives from the Russians to Mrs. Gandhi.^* Desai, already 
convinced that Mrs. Gandhi was capable of adopting any tactics “which 
are necessary to preserve herself in power,” also came to credit charges 
that the prime minister would “sell India to the Russians.”^’ 

As early as August 1968, all of these irritants convinced Desai. 
Kamaraj, and Patil that Mrs. Gandhi should be removed. Yet they ini- 
tially met with an unenthusiastic response from Nijalingappa, who was 
concerned that the prime minister’s enforced resignation would “break 
the party and the whole country would be in chaos. The Congress 
party president nevertheless grew increasingly alienated by Mrs. Gan- 
dhi’s failure to consult him or the Working Committee on matters of 
government policy, and also by his suspicion that she was keeping for 
her own political use funds collected in the name of the party through 
Dinesh Singh. By April 1969, Nijalingappa was converted to the view 
of other Syndicate members that Mrs. Gandhi did not deserve to con- 
tinue in office and should be removed.^” By that time, moreover, both 
Kamaraj and S. K. Patil had successfully contested by-elections from 
their home states, and were once again in the Lok Sabha, actively assert- 
ing their influence within the Congress parliamentry party. 

The first public indication that the Syndicate was prepared for a direct 
confrontation with Mrs. Gandhi came at the April 25-27 Faridabad 
session of the Congress. The struggle inside the top leadership found e.x- 
pression in the Congress president’s open challenge to the prime minis- 
ter’s authority in the key area of government economic policy. The sub- 
stance of the policy disagreement paralleled the ongoing ideological de- 
bate between the senior conservative leadership and the younger radicals 
among the rank and file, and paved the way for an alliance between Mrs. 
Gandhi and the radicals. 

Nayar, India, the Critical Years, p. 3. 

Interview, Morarji Desai, New Delhi, August 2. 1973. 

Nayar, India, the Critical Years, p. 3. The citation is taken from Nijalingappa's diarv, 
”M.,p. 31. 30 Ibid., p. 32. 
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The Faridabad session was held under circumstances that virtually 
guaranteed that the process of internal polarization would be accelerated. 
Publication of the RDurth Plan Draft Outline in March 1969 made it im- 
possible to postpone further a general discussion of the government’s 
economic priorities and approach to development. The Working Com- 
mittee, meeting on April 25, 1969, decided that the prime minister 
should present a broad outline of the Fourth Plan to the AICC, followed 
by a general discussion of “consideration of social, political and eco- 
nomic programs with special reference to the implementation of the Ten 
Point Program adopted by the A.I.C.C. and approach to the Fourth 
Plan.’’^^ The attempt to integrate the two documents was, however, an 
impossible task. They were the very embodiment of the ideological con- 
tradictions immobilizing the party. 

The Ten-Point Program was on the face of it designed to accelerate the 
implementation of policies aimed at achieving a socialist pattern of soci- 
ety. The instruments envisaged for accomplishing this goal all involved 
greater state regulation and control over key sectors of the economy, as 
weU as measures to curb economic concentration. But the Draft Outline 
of the Fourth Plan, prepared by the Planning Commission in consulta- 
tion with the finance ministry, endorsed an entrepreneurial approach that 
required increased incentives to private investment for those classes of 
people who already had the capability of responding to “growth oppor- 
tunities.” The strategy explicitly proposed a relaxation of government 
regulation over the economy, extending to recommendations for almost 
complete removal of industrial licensing and other controls over the pri- 
vate sector. It also directly recognized that such policies must inevitably 
increase disparities. 

The AICC session was soon paralyzed. Delegates, divided for discus- 
sions among three panels on the political situation, party reorganization, 
and economic policy, were drawn into bitter debate. Only the Panel on 
the Political Situation could come up with an agreed report for presenta- 
tion before the AICC. Even that resolution was more an exercise in wish 
fulfillment than a statement of political reality. Its main burden was to 
condemn “all attempts at polarization and spHtting of the party on the 
basis of extreme right or left ideologies as a disruptive process that would 
not only weaken the party but also hinder the political and economic de- 
velopment of the country, The Reorganization Subcommittee’s re- 
port dealt only with peripheral issues of party reorganization, sidestep- 
ping the controversial proposals for creation of a full-time trained cadre. 
That report was sent back to the PCCs for reconsideration, since “no 
unanimous opinion could emerge in the Panel discussions.”^^ Debate 

Cotigress Bulletin, Nos. 4-5 (April-May 1969), p. 20. 

Ibid., p. 30. Ibid., p. 55. 
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was most acrimonious in the Economic Panel, chaired by Morarji Desai. 
This time, demands by Forum leaders for a restatement of economic pol- 
icy calling- for outright nationalization of banks and legislative measures 
to curb the growth of monopolies was supported by several members 
of the senior leadership, including Kamaraj, Atulya Ghosh. Sanjiva 
Reddy, Y. B. Chavan, and Subramaniam. Although the majority attend- 
ing the meeting also endorsed the recommendation for bank nationaliza- 
tion, Desai as chairman of the panel refused to draft an economic resolu- 
tion accepting the proposal, on the ground that social control, started 
only three months previously, had not been given a fair chance. Arguing 
that the Congress did not function by majority but by consensus, he fur- 
ther ruled that the matter should be decided later on by the high com- 
mand in New Delhi. 

The AICC met in full session on April 27. It unanimously passed the 
political resolution, the only formal agenda item before it. As previously 
arranged, the prime minister then addressed the members on basic issues 
involving the priorities and approach to the Fourth Plan. Asserting that 
“many countries were trying to influence India” because the nation was 
not self-sufficient, Mrs. Gandhi went on to identify India’s independence 
in foreign affairs with the development of a strong industrial base, and to 
declare her conviction that “more and more” investment was required in 
the public sector.^® The remarks, which were consistent with her own 
past statements, and had on other occasions been endorsed by conserva- 
tive economic advisers such as Asoka Mehta, should normally have 
passed unnoticed. But Nijalingappa chose that same evening to use his 
presidential address to the plenary session for a general attack on the in- 
efficiency of the public sector. The unusual intervention , especially under 
circumstances of sharp ideological cleavage on basic issues of develop- 
ment policy inside the party, was interpreted as support by the Congress 
president for Morarji Desai and a direct challenge to Mrs. Gandhi’s au- 
thority as arbiter of the government’s economic policy. 

Nijalingappa, whose speech otherwise commended the Ten-Point 
Program, expressed strong doubts about the utility of establishing addi- 
tional large-scale industrial projects in the public sector. He observed: 

While we should encourage the development of industries, we must 
see that big industries are not established in the public sector without 
due regard to demand and the capacity to produce. I am told that 
some industries in the public sector arc so badly managed that the 
full capacity is not utilized and that they arc run on very unscientific 
methods. The labor employed in some of them is so large that the 

This account of the debate in the Economic Panel is based on an interview witli 
C. Subramaniam, New Delhi, August 20, 1973. 

Cpiigress Biillctiit, Nos. 4-5 (April-May 19()9), p. 64. 
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result can only be loss and no profit. I am of the view that the public 
sector should yield profits. . . . Ifprodurtion of articles in the private 
sector can be achieved more economically we can even encourage 
the private sector. There is a case for reviewing the pubHc sector at- 
tempt at establishing large scale industries. 

There are lots of complaints about the delays in granting licenses, 
resulting in corruption. Where there are controls and licensing, there 
is always corruption and the sooner we do away with licensing and 
controls the better it would be unless there is compelling necessity.^^ 

The remarks produced outrage among the radicals in the rank and file. 
Forum leaders introduced two different amendments to censure Nijalin- 
gappa’s statements on the public sector, or to delete them from the ad- 
dress. Both were disallowed by the president as improper in asking for a 
debate on a presidential address. Mrs. Gandhi, however, who talked to 
the plenary session following the president’s speech, was under no pro- 
cedural constraints. The prime minister, reiterating the need for more 
and more investment in the public sector to ensure national self-reliance, 
challenged Nijalingappa’s assertions on the shortcomings of the public 
sector almost point by point. If there was a delay in granting industrial 
licenses, this was warranted “by the paramountcy of India’s pohtical and 
economic interests.” If the public sector failed to make profits, “profit 
was not the sole motive for organizing this sector of industry.” Rather, 
“the public sector was conceived as the base of Indian industry so that the 
country might have more machines, more steel. It also ensured India’s 
freedom. It catered to defense and agricultural needs. To the extent India 
depended on imports, its independence was compromised, encroached 
upon.”^’ The prime minister, for the first time, took a clear public posi- 
tion that appeared to support the Forum group against the senior leader- 
ship of the party. 

The open antagonism between Mrs. Gandhi and the Syndicate, and 
the growing identification of the Syndicate with Moraiji Desai, provided 
an opportunity for the radicals to represent the conflict as an ideological 
struggle in their aim of “purging” the reactionary elements from the 
party. By 1969, the membership of the Congress Forum for Socialist Ac- 
tion (CFSA) had substantially changed. Only a few veteran Gandhian 
and socialist Congressmen remained from the Nehru years. They were 
joined by a younger generation of socialist militants who were impatient 
at the party’s failures to implement economic reforms, and worried 

A. M. Zaidi, Tlie Great Upheaval, ’69-’12, p. 70. Nijalingappa’s speech is published in 
part ifeid., pp. 67-71, and in full in Congress Bulletin , Nos. 4-5 (April-May 1969), pp. 70-86. 

Congress Bulletin, Nos. 4-5 (April-May 1969), pp. 65-66. Also Zaidi, The Great Up- 
heaval, pp. 71-73. 
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about the political costs in the growing alienation of youth from Con- 
gress. This militant core had been strengthened in 1963 when Asoka 
Mehta, then a leading figure in the Praja Socialist party, brought a 
number of his followers back into the Congress. 

The most important changes in the composition of the Forum, how- 
ever, stemmed from another source. Starting in the late 1950s and early 
1960s, a small number of socialists and longtime members or sym- 
pathizers of the CPI began to seek membership in the Congress party. 
The move paralleled a reassessment of the weakness of the left relative to 
Congress, that saw the CPI acknowledge its tactical error in attempting 
to establish a Government of Democratic Unity as a non-Congress or 
anti-Congress government. The dominant reality in the Indian situa- 
tion, the communists conceded, was the influence of the Congress 
among all classes of people. By December 1964, at the first post-split 
meeting of the party, the CPI officially recognized the vital role of the 
“progressive forces inside the Congress” as potential allies in the forma- 
tion of a National Democratic Front. 

The revised tactical line did not, however, convince all communist in- 
tellectuals that the party leadership had developed the concrete elements 
of a new program for collaboration with the progressive forces inside 
Congress. The dissidents were concerned that the CPI still accepted, in 
principle, the thesis that conditions in some states might be favorable for 
formation of a non-Congress united front government. Such an assump- 
tion had, in fact, dictated the electoral strategy of the party both in 1962 
and 1967. 

Unsatisfied critics of the revised party line found a cogent political 
thesis in the arguments of Mohan Kumaramangalam, whose “A Review 
of Party Policy since 1947”^^ questioned that the leadership had cither 
completely understood or fully corrected the basic weakness of its ap- 
proach. According to Kumaramangalam, the national line had to recog- 
nize that the large sections of the petty bourgeoisie, the majority of the 
peasantry and the working class “follow the bourgeois Congress leader- 
ship not because they support that leadership’s real programme of 
developing capitalism in India, but because they arc supporters of the 
proclaimed programme of the Congress — the Jaipur, Avadi and 
Bhubaneswar decisions of the Congress to build ‘Socialism.’ ’'■’® Any 
anti-Congress approach, therefore, only played into the hands of the cx- 

See Fic, Kerala, Yciiaii of India, pp. 164-81 , for a detailed discussion of the proceedings 
of the December 1964 Congress. 

See Satindra Singh, Coinnninisis in Congress, Kumaramangalam’ s Thesis. The thesis was 
published in full, with an introduction by Singh, a journalist and former member of the 
Communist party. Singh wrote that he hoped its ‘'exposure" might “help Mrs. Gandhi sec 
the light before it is too late for her as well as for democraev" (p. .xxiii). 

•"’/fci<l.,p. 91. 
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treme anticommunist right inside the Congress, and allowed them to 
rally the masses against any communist-led movement for national ad- 
vance. Even in Kerala and West Bengal, where the CPI succeeded in 
coming to power, Kumaramangalam argued, the replacement of the 
Congress government by a “democratic” government had ignored the 
large numbers of the “Congress-minded” masses whose loyalty could 
still be used by the right-wing leadership of the Congress, both in the 
states and at the Center, to undermine the stabihty of the united front 
regimes. 

The more effective tactic, described at length in the thesis, was an ap- 
proach aimed at building up a powerful movement around the progres- 
sive declarations of the Congress itself, and then attacking the extreme 
right of the leadership for failure to implement the “programme of the na- 
tion for their betrayal of their own proclaimed programme.”'*^ Not only 
would such a tactic enable the communists to unify all the antiimperialist 
masses until then splintered behind Congress, the CPI, and socialist par- 
ties, but it would ehminate lingering doubts about the loyalty of the 
communists by placing them squarely within the “great traditions of the 
national liberation movement.”"*^ Indeed, all of the immediate program 
of the Communist party was found in one or another of the economic 
resolutions of the Indian National Congress. The Communist party, 
therefore, should adopt the approach of being “ready to support the 
Congress and even to participate in a United Front National Govern- 
ment if the Congress would implement its own proclaimed policy 

Kumaramangalam, arguing from this thesis, criticized the CPI leader- 
ship for its imprecise definition of the pohtical struggle as between “right 
reaction” on the one hand and the “democratic forces” on the other. He 
preferred to characterize the conflict as between “the national forces on 
the one side and anti-national forces on the other, the national democratic 
front and the enemies of the nation.” Stated in its most basic form, the 
correct line for the communists to follow was that 

the anti-national forces are anti-national because they stand in the 
way of the implementation of the national programme. In contrast, the 
national forces are national because they stand for the implementa- 
tion of the national programme developed over the years of the national 
liberation struggle . . . the attack on the enemies of the national 
democratic front has to be launched on them as enemies of national 
progress, of the nation’s tradition, of the nation’s programme. . . . 
This correct approach in my opinion, would enable us to ressurect 
the old fire of the great Indian Hberation movement and base our- 

Ibid., p.7\. 

Ibid., p. 27. Emphasis in original. 


Ibid., p. 27. 
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selves squarely in its rich and glorious traditions. . . . Then our im- 
mediate demands . . . can be directly related to the national tradition 
and the national programme. And the attack on the Congress lead- 
ership and in particular on the extreme right in that leadership must 
be for their failure to implement the programme of the nation, for the 
betrayal of their own programme.'*'* 

The thesis envisaged a two-pronged electoral and extraparliamentary 
offensive. Electoral campaigns should aim at uniting all the democratic 
masses around the CPI and those parties, particularly the Congress 
party, which endorsed the implementation of the national economic 
program. Extraparliamentary “mass struggles” should be organized to 
intensify pressure on government for implementation of these demands 
as the first step toward the creation of National Democracy and devel- 
opment along the noncapitalist path. Over the long term, the com- 
munists would replace the Congress party as the dominant element in the 
National Democratic Front. According to Kumaramangalam, the new 
tactic would actually enable the working class, led by the party, “increas- 
ingly to assume leadership over the very sections of the petty bourgeoisie 
and the peasantry who are today supporting the Congress leadership be- 
cause of its ‘socialist’ policy and aim. . . . And the more powerful and 
widespread these struggles, the more swiftly the working class and the 
Communist Party will attain the leadership of the National Democratic 
Front. 

Kumaramangalam’s political thesis, presented to the CPI leadership as 
a confidential document in 1964 — and unknown to outsiders until it was 
“leaked” for publication in 1972 — failed to persuade the Politburo to 
make a complete break with its past oscillations in policy between the old 
practices and the new line. But it contributed to a curious reprise of the 
strategy adopted by the CPI in the 1930s, when many of its members 
joined the socialist wing of the Congress in an attempt to use slogans of 
left unity for penetrating the nationalist movement and capturing its top 
policy-making organs. This time, the stratagem was not adopted as a 
general CPI tactic. Instead, individual communists, including Kumara- 
mangalam, disillusioned with the CPI’s anti-Congress electoral strategy 
in 1962 and again in 1967, allowed their membership in the party to 
“lapse.” They then joined the Congress party. Kumaramangalam, a 

Ibid., pp. 70-71. Emphasis in original. 

Ibid., p. 90. According to Kumaramangalam, prospects for the success of the tactical 
line aimed at building the National Democratic Front for implemenring the National Pro- 
gram were enhanced by two “positive aspects” in the current situation. The first was im- 
proving relations betsveen India and the Soviet Union as Indians “are able to see in concrete 
action the selfless aid given by the Soviets.” The second was the “growth of a radical trend 
inside the Congress itself which has found expression in pressing forward for a consistent 
turn to the left in Congress policy.” Ibid., p. 83. 
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prominent laywer in Madras, left the CPI in 1966 at the invitation of 
Kamaraj to become advocate general of Madras and then chairman of In- 
dian Airlines/^ Others sought nomination as Congress candidates to the 
Lok Sabha. In the 1967 election, some — fewer than a dozen — were suc- 
cessful. They continued to adhere to Kumaramangalam’s tactical line, 
with the difference that they intended to pursue the goal of a national 
democratic front from inside the Congress party. 

Such an adaptation of the political thesis required organization of the 
more radical rank and file inside the Congress for appHcation of pressure 
on the conservatives among the national leadership, in order to dislodge 
them from key party posts and force the implementation of the national 
economic program. The ex-communists, in pursuing this strategy, con- 
tinued as in the past to look toward the Soviet Union for political sup- 
port.'*'^ They maintained their links with Moscow through membership 
in “front” organizations (such as the Indo-Soviet Cultural Society, the 
AU-India Peace and Solidarity Organization of the World Peace Council, 
and the Afro-Asian Sohdarity Council). They bolstered these ties with 
periodic trips abroad to Moscow and to international peace conferences, 
which in the latter 1960s were generally called to protest American policy 
in Vietnam. 

Just as the Congress Socialist party had served as the vehicle for CPI 
infiltration into Congress during the mid-1930s, the Congress Forum for 
Socialist Action provided a ready-made instrument for the same purpose 
during the mid-1960s. Struggling for survival during the conservative 
post-Nehru years, the Forum’s leadership had already hit on the tactic of 
claiming exclusive ideological inspiration from Nehru’s thinking and 
writing. Between 1962 and 1967 the Forum organization, including the 
parliamentary, state, and district units, had confined themselves mainly 
to the discussion of Nehru’s ideas. This was also the format followed at 
the periodic regional conferences and during the all-India meetings of 
Forum members held at the time of the annual Congress session. The 
result was that the Congress Forum for Socialist Action (like its predeces- 
sor, the Congress Socialist Forum) lapsed into a discussion and study 
group that was ineffective in mounting pressure on the party leadership 
for implementation of Congress poKcies. Under G. L. Nanda’s leader- 
ship. 

The 1967 elecrions resulted in the defeat of the Congress party in Madras and the end 
of Kumaramangalam’s tenure as advocate general, a post-filled by political appointment. 

In general, the ex-communists believed that India and the USSR shared a mumal in- 
terest in seeing developing countries become strong economically, inasmuch as this 
weakened the U.S. hold on these economies. By contrast, they considered that the United 
States was bent on following a global strategy of imperialism that prospered primarily 
through the cooperation of weak, petty dictatorships. 
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the organizational side of the Forum was for the most part not well 
taken care of and as the nation approached the IVth General Elec- 
tions in January 1967, the Forum was not a really organized force 
and could not effectively influence either the formulation of far- 
reaching eleaion policies or selection of Congress candidates. . . . 
Because of the lack of consolidation of the socialist forces in the 
Congress, and weakness of the Forum organization, the undesira- 
ble trend in the selection of Congress candidates could not be pre- 
vented and bossist influence had its sway and very few real socialist 
minded Congressmen got tickets. 

Yet, the Forum had one crucial political asset. Its activities had been 
explicitly endorsed by Nehru to confer legitimacy on the functioning of a 
separate socialist group inside the Congress party. Its aim of training 
party workers to carry out Congress policies had received the public 
“blessings of Prime Minister Jawaharlal Nehru. It was, for this rea- 
son, the natural focus of attempts by the ex-communists to establish 
legitimate positions of influence inside the Congress party. As in the 
1930s, moreover. Congress socialists, whether longtime members or 
recent recruits, frustrated with the national leadership’s failure to imple- 
ment party promises, lulled by the CPI’s “patriotic” response in the wake 
of the Chinese invasion, and unaware of the political tactic inspired by 
Kumaramangalam’s thesis, once again called for an approach of left unity 
to strengthen the “progressive forces” inside the country. 

The “committed” MPs discovered one another quickly, through 
mutual friends among journalists and former colleagues in the CPI who 
had taken the same route earlier. Once the postelection Lok Sabha was 
called into session, their first step was to open up communications with 
the ex-PSP group and other radical Congress backbenchers. In May 
1967, the two groups Joined forces for the first time in the Rajya Sabha 
debate on the Hazari Report to demand an investigation into the func- 
tioning of the industrial licensing system, in the light of data showing a 
disproportionate number of licenses issued to Birla enterprises. The al- 
liance was fruitful on two counts. It provoked an announcement by the 

Congress Forum for Socialist Action, Short History of the Congress Fomin for Socialist 
Action, p. 8. 

Ibid. , p. 5. At the time the Forum was organized, Nehru endorsed it as "a good idea” in 
a letter to G. L. Nanda, and then sent a special message to the inaugural issue of the quar- 
terly journal, “Congress Forum.” The message stressed the educational, rather than the or- 
ganizational, role of the Forum. It asserted: "The Congress Forum for Socialist Action is 
meant to spread socialistic ideas and outlook among our people. More specifically, it is 
meant to help the study of various aspects of socialism in order to give intellectual back- 
ground to our people’s thinking.” Ibid., p. 6. 
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minister of industrial development that the government would appoint a 
three-man Industrial Licensing Policy Inquiry Committee — one member 
of which was Mohan Kumaramangalam — to investigate the working of 
the licensing system over the past three years. It also set in motion fre- 
quent consultations between the former communists and the socialist 
backbenchers that led to a common plan for more effective pressure on 
the party leadership. The strategy decided upon was to “take over” the 
Congress Forum for Sociahst Action in order to consolidate the radical 
elements inside the party, and weld them into a cohesive organizational 
force for challenging the control of the conservative leadership. 

The apparatus of the Forum under Nanda’s guidance was considered 
hopelessly inadequate. There were no specific criteria of membership. 
“Opportunists” often joined as long as they perceived some personal ad- 
vantage of being part of a group close to a powerful Cabinet minister. 
There were no clear rules for the election of leaders. The parliamentary 
unit was headed by a steering committee of three or four persons selected 
by consensus. Nanda himself, more a Gandhian than a socialist, hesitated 
to risk confrontation with the established state leadership in setting up a 
separate organizational chain of command. Instead, conveners of Forum 
units at the state level were appointed by the presidents of the Pradesh 
Congress Committees. 

The plan to “capture” the Socialist Forum was set in motion in August 
1967, when Congress radicals convened a national conference in New 
Delhi on “Principles of Democracy, Socialism, National Integration and 
a policy of peace and non-alignment which emphasized the basic tenets 
of Nehru’s thought.” Simultaneously, a meeting of the Forum was called 
at which a large number of delegates attending the conference were pres- 
ent. The left elements at that meeting in effect organized a coup. They 
argued that the Forum had to have proper rules amounting to a constitu- 
tion, and to have elections to form a leadership. The left infusion at this 
point was about forty MPs, and they “carried the election and captured 
the Forum.” 

The new steering committee, which did not include G. L. Nanda, set 
out to accomplish a “qualitative transformation” of the Forum. At a gen- 
eral body meeting symbolically scheduled on the occasion of Nehru’s 
birth anniversary on November 14, 1967, the new Scheme was un- 

The details of the strategy worked out by party radicals for organizing themselves as a 
cohesive political group from their vantage point in the Congress Forum for Socialist Ac- 
tion has been constructed from interviews conducted in 1973 in New Delhi with leading 
members of the CFSA, and supplemented by published materials wherever available. Most 
of these persons are still active in politics and requested anonymity in freely expressing their 
views. 1 have not, therefore, usuaOy attributed specific information to particular individuals 
in my account of the Forum’s activities. 
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veiled.®^ The organizers, who followed the tactical line earlier sketched 
out by Kumaramangalam, identified the Forum’s objectives entirely with 
the path of planned development set down by Nehru, especially the 
“strategy of the creation of a self-generating economy through growth 
of basic industries and ever-expanding public sector, through land re- 
forms and cooperation, so that after some time the public sector could 
attain the commanding heights in the economy and lead it towards a 
socialist society. They took care not to go beyond party policy in pro- 
testing the “distortions” in this strategy, calling only for corrections in 
the process of planned development to restore the people’s faith in 
planned efforts, and to realize the “great objective of building an India of 
Nehru’s dreams.”®^ The substance of the immediate steps endorsed by 
the Forum for these purposes were almost identical to the “national” 
Ten-Point Program adopted by the Congress, with the exception of de- 
mands for outright nationalization of banking, general insurance, and 
foreign trade. 

Major changes were, however, approved in the Forum’s organiza- 
tional Scheme. The new guidelines amounted to plans for establishing a 
parallel organization at all levels of the party, based on a socialist and 
cadre-style core of workers responsive to the Forum leadership rather 
than to the regularly constituted District and Pradesh Party Committees. 
The suggestion of a parallel party operating inside the national organiza- 
tion was sought to be obscured by semantic devices. The framework for 
Forum activities was called a Scheme rather than a constitution; the struc- 
ture of the association was described as its working rules rather than its 
organization. But the aspiration, if not the reality, was clear. 

The “working rules’’^® of the reorganized Congress Forum for 
Socialist Action envisaged the establishment of Forum units in village, 
municipal, district, state, and national organs of the Congress party. At 
the local or village level, at least twenty members had to be enrolled to 
constitute an active Forum unit having authority to call an annual meet- 
ing and elect a convener and local steering committee. Similarly, each 
district was required to have a minimum of three local units to call an 
annual district convention and elections for a chairman, conveners, and a 
district steering committee. As soon as steering committees had been 
formed in at least one-fifth of the districts of a state, an annual state con- 
vention was to be called to elect its own chairman, deputy chairman, 
conveners, and central steering committee. The district, state, and cen- 

See Congress Forum for Socialist Action, Scheme, published by H. D. Malaviya, Con- 
vener, Central Steering Committee. 

Ibid., p. 8. Ibid., p. 12. 

*■' Ibid., pp. 9-10. See Congress Forum for Socialist Action. II'erLiin; Rides. 
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tral steering committee were to meet at least once in three months and 
“govern and direct the functioning of the Forum at their respective 
levels.” Every state convention, moreover, was expected to set up a 
number of subcommittees, including those for women, weaker sections, 
trade unions, agrarian affairs, youth, and education in order to guide 
members in attempts to establish Forum units in mass organizations with 
which they were affiliated. Finally, all Forum members in a state Con- 
gress legislative party or the Congress parliamentary party were to or- 
ganize themselves as the legislative/parliamentary wing of the Forum, 
and “meet as often as possible to discuss various Legislative measures and 
steps to be taken by the Forum members in the legislatures.” 

Important changes were also approved on criteria of membership. All 
members of the Indian National Congress were eligible for membership 
in the CFSA, but membership was not automatic. Persons desiring to 
become Forum members had to apply to the convener of the local steer- 
ing committee on a prescribed form, which included a declaration sig- 
nifying commitment to active work on behalf of Forum objectives and 
programs. They had, in addition, to be recommended by at least two 
members of the Forum who had already completed two years of mem- 
bership. AU new members, moreover, had to be approved by the central 
steering committee or an authority appointed by it. 

The “working rules” set down for the Forum were at the same time 
advanced as a model for the “revitalization” of the Congress party con- 
sistent with “Nehru’s Guide-lines for the Congress. Asserting that the 
“present method of registering ‘Active Members’ has proved not only 
utterly useless, but has also led to organizational decay, corruption and 
factionalism,”^^ the Forum recommended criteria for party recruitment 
based on ideological commitment to socialism, active participation in 
study circles, and seminars on party principles and policies. They 
stressed, in particular, that party work at the local and district levels 
should concentrate on preparation and implementation of the Plan, 
mobilization of popular support for the implementation of Plan pro- 
grams, organizational work among students, youth, Harijans, women, 
peasants, and other mass fronts, and training of cadres through study 
circles. 

Despite these ambitious aims, however, the newly elected central 
steering committee of the Forum was aware of the need to proceed very 
cautiously. They were, in particular, careful to avoid any appearance of 
acting as a parallel organization, “because we would have been 
smashed.” They nevertheless began to organize a chain of command out- 

See Congress Forum for Socialist Action, Congress Revitalization and Reorganization , 
published by H. D. Mala\'iya, Convener. 

Ibid., p. 6. 
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side the existing leadership of the party. Organization was carried out 
from the top down. The national conveners of the central steering com- 
mittee nominated conveners at the state level after consultations with 
party members known to be sympathetic to Forum aims. State units or- 
ganized in this way usually produced a nucleus of forty or fifty “friends.” 
State conveners, in turn, traveled to the districts, consulting with sympa- 
thetic workers to locate district conveners. After having identified core 
members informally through such consultations, district and state con- 
ferences were called to which all members of the Congress party were 
invited. The PCC president or secretary, or the chief minister, was asked 
to address the meeting to “emphasize the impression that this was an 
all-party group.” Forum speakers at such meetings did not go beyond 
the limits of official party policy in calling for implementation of the na- 
tional program. 

The technique had its advantages, both in attracting support of non- 
Forum MPs and Congressmen, and neutralizing any complaints by the 
senior leadership. When, on August 9, 1967, a small group of Forum 
MPs drafted a memorandum to the Congress president and the prime 
minister demanding the immediate implementation of the Ten-Point 
Program, they were able to get the signatures of 1 18 Congress members 
of parliament.®® Indeed, the Ten-Point Program was successfully used by 
the Forum as “an instrument of struggle” against the senior party lead- 
ers. A handful of Forum MPs, taking the program as its platform, toured 
the country to attack Morarji Desai and other conservative leaders 
openly for failures in implementation of established party policies. Al- 
though the general secretary of the AICC sent a circular to the Pradesh 
Congress Committees directing that party facilities be denied the 
touring MPs, they were able to use their own networks in the PCCs and 
DCCs to publicize their activities in local newspapers. Those who made 
the tour recalled that “we were well received and aroused enthusiasm 
with the image that we were the people fighting the vested interests. We 
were met at railway station stops by very large crowds of people, espe- 
cially of young people. Our pictures were all over, and we were received 
as heroes who had prevailed against the reactionary forces in the Work- 
ing Committee.”®® 

The approach also had its limitations, however. Between 1967 and 
1969, growth in Forum membership was slow. State conventions nor- 
mally drew about five hundred persons, and district conventions little 
more than a hundred. There was, moreover, almost no progress in 
penetrating the villages. Indeed, after the Jabalpur session of the AICC, 

For the text of the memorandum, see Yowis; Indian, Special Independence Number 
(New Delhi, 1972), pp. D 139-40. 

Interview, Mohan Dharia, New Delhi, July 13, 1973. 
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when the Forum’s offensive on behalf of the immediate implementation 
of the Ten-Point Program was turned back by the Working Committee, 
its leaders became convinced that a purge of the conservatives from posi- 
tions of power inside the party was essential for implementation of the 
national program. In particular, they found it impossible to overcome 
the dominant influence of Morarji Desai and other state bosses on the 
delegates of the AICC and the members of the Working Committee. 
Yet, as late as the April 1969 Faridabad session, “while the task was clear, 
what was not clear was who would undertake this work.” In retrospect. 
Forum leaders could say with satisfaction and not a little surprise that it 
was “a sign of the vitality of the Congress that within a few months the 
party discovered in Indira Gandhi a leader with the courage of principles 
and the integrity of purpose necessary for fulfilHng this task.”®” 

Forum MPs, from the beginning, pressed their views on those senior 
leaders who appeared sympathetic to arguments that Congress election 
losses could only be recouped by closing the gap between policies and 
implementation. Chavan, Swaran Singh, Fakhruddin Ali Ahmed, Sub- 
ramaniam, all were canvassed on the idea that the older reactionary 
elements had to be purged from key positions in the party. These argu- 
ments were also carried to Mrs. Gandhi by diverse intermediaries, in- 
cluding Subramaniam, Haksar, and Kumaramangalam. 

The first sign that Mrs. Gandhi might consider an alignment with the 
radicals did not come until April 1968, when at the Faridabad session of 
Congress she challenged the criticism of the public sector raised by 
Nijalingappa in his presidential address. But her intention was not clear. 
It is plausible that the prime minister, sensing the Syndicate’s determina- 
tion to remove her from office, was simply serving notice of the possibil- 
ity that she could mobilize countervaihng support through an alliance 
with the left — a step toward transforming the power struggle into an 
ideological battle in which the Syndicate, cast as reactionaries, would 
have to fight on unfavorable ground. Yet, if this was meant as a warning 
signal, it went unheeded. 

Only one week after the Faridabad session, the Syndicate found the 
opportunity they were seeking. The death of Zakir Husain, president of 
India on May 3, 1969, became the occasion for a test of strength between 
the two sides as they maneuvered to select the new Congress candidate 
for the presidential election scheduled on August 16. Although previous 
practice favored the nomination of the vice president as president, and 
Vice President V. V. Giri was sworn in as interim president, neither side 
was enthusiastic about his continuation in office. Instead, over a period of 
weeks, discussions on the party nominee were pursued in the Working 

Short History of the Congress Fomin for Socialist Action, p. 23. 
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Committee and through informal consultations among the senior leader- 
ship. A final decision was left for a meeting of the Congress Parlia- 
mentary Board scheduled to coincide with the special session of the 
AICC called at Bangalore on July 10-13, 1969. 

The prime minister was noncommittal throughout the party discus- 
sions. She did not object when Kamaraj suggested the candidacy of 
N. Sanjiva Reddy, then speaker in the Lok Sabha. Yet the nomination 
soon appeared to have an ominous purpose. At the end ofjune, while on 
tour in Japan, Mrs. Gandhi received word from two of her personal allies 
in the Cabinet that the Syndicate was mounting a conspiracy to install 
Reddy as president, with the purpose of removing her from office and 
electing Morarji Desai as the next prime minister.®^ 

The loyalty of the next president of India to Mrs. Gandhi was in fact 
critical to her prospects of remaining prime minister. Under the constitu- 
tion, important formal powers were vested in the office of the president, 
including the right to appoint the prime minister and the council of 
ministers, all of whom held office “during the pleasure of the President.” 
The Cabinet, while in office, was, moreover, directed to “aid and advise 
the President in the exercise of his [executive] functions.”®^ Although 
the president, in practice, had been guided since Independence by the ad- 
vice of his ministers, there was nothing in the constitution that bound 
him to do so. If, for example, the Syndicate, controlling large blocs of 
votes in parliament, and enjoying the refurbished power and prestige of 
electing their own nominee as president, moved to question the majority 
of the prime minister in the Lok Sabha, a sympathetic president could 
direct the government to secure a vote of confidence. He could, in the 
event that the government failed to command a majority, reject the 
prime minister’s advice to dissolve the Lok Sabha and call new elections. 
Indeed, he was empowered to invite the dissidents to form a new gov- 
ernment and, in effect, thwart any attempt by Mrs. Gandhi to appeal to 
the country over the heads of the party leadership. 

When Mrs. Gandhi returned to India on July 3, one week before the 
scheduled meeting of the Congress parliamentary party at Bangalore, it 
seemed certain that the Syndicate’s support for Reddy was part of a con- 
spiracy against her. Yet she had neither opposed Reddy’s candidacy, nor 
indicated a preference of her own. The only stratagem at that point for 
avoiding a defeat that would reinforce rumors of her removal was to 
postpone the final decision. The prospect that at least this much could be 
accomplished rested on the possibility of stalemating the Congress Par- 

See Kunhi Krishnan, Chavaii and the Troubled Decade, p. 303. 

The powers were conferred by Articles 74 and 75 of the 1950 constitution. Article 53 
was the foundation of more sweeping formal powers. It vested “the executive power of the 
Union” in the president, and also the “supreme command of the Defense Forces of the 
Union.” 



416 


CONGRESS SPLIT 

liamentary Board by introducing a new name at the last moment that 
would automatically find support from the prime minister’s alHes. 
Among these, on the eight-member board, she included Fakhruddin Ali 
Ahmed and Jagjivan Ram. She also assumed that Y. B. Chavan, when 
pressed, would dissociate himself from the “reactionary” members of 
the Syndicate, that is, Nijalingappa, Desai, Patil, and Kamaraj, and pro- 
tect his progressive image by coming down on her side. 

There was also an outside chance of persuading the Syndicate to pull 
back from a confrontation. The Bangalore session, in fact, provided an 
ideal opportunity for an object lesson in the danger to the party — and the 
position of the Syndicate — if the power struggle were converted into an 
ideological dispute. Outstanding pohcy issues that had divided the 
Faridabad session were again on the agenda at Bangalore. In particular, 
the official economic resolution provided a target for the expression of 
bitter controversy inside the party. Senior leaders, intent on avoiding a 
divisive political debate, once again closed ranks in support of a bland 
statement reiterating previous goals. The draft resolution reaffirmed the 
broad objectives of the Bhubaneswar resolution; deplored the problems 
of persistent poverty, inequalities, and “different disturbances,” pledged 
implementation of the Ten-Point Program, and proposed to meet the 
minimum needs of all Indians through the spread of “green revolution” 
techniques for increasing food output.®^ By contrast, a small Forum 
group presented their own “Note on Economic Pohcies”®*’ to the Work- 
ing Committee as an amendment to the official resolution in a position 
paper that called for “a radical change in these [financial and fiscal] 
policies” pursued since Independence. They demanded, once again, im- 
mediate nationahzation of private commercial banks and general insur- 
ance companies. This time, however, they did not stop at these im- 
mediate aims. On the contrary, they insisted on fundamental changes in 
public policy toward the corporate sector that directly challenged the 
terms of accommodation worked out between government and the big 
business houses. 

The Forum’s “Note on Economic Pohcies” drew its inspiration from 
the newly published report of the Industrial Licensing Pohcy Inquiry 
Committee. Among the measures endorsed by the report and advanced 
by the Forum to limit concentration of economic power were the ap- 
pointment of a Monopolies Commission to monitor aU new apphcations 
by the larger business houses for industrial licenses; a ban on the entry of 
larger business houses in new industrial projects involving more than Rs. 
1 crore outlay and in consumer goods industries; a ban on intercorporate 

Congress Bulletin , Nos. 6-7 (June-July 1969), p. 15. 
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investments and loans to restrict the growth of industrial empires; limita- 
tions on the entry of foreign capital to those industrial fields where tech- 
nical know-how was not available in India; and special efforts to build up 
a professional management cadre for public-sector projects. The recom- 
mendations did not stop at proposals to restrict the future expansion of 
the larger business houses. They also included measures to increase gov- 
ernment direction and control over the profits and ownership structure 
of existing enterprises. These focused on proposals to impose ceilings on 
perquisites of directors and other senior personnel, and to introduce pro- 
gressive rates of taxation in the corporate sector, similar to the taxation 
of personal incomes. The most radical departure from previous policy, 
however, was the Forum’s endorsement for the concept of the “joint sec- 
tor,” an arrangement that appeared to provide an entering wedge for the 
eventual nationalization of the larger business houses. According to their 
resolution, “the assistance given to the monopoly Houses by the Gov- 
ernment should be converted into equity holdings so that economic 
advantages of the monopoly Houses were shared by the public financial 
institutions which have provided most of the project finance to these in- 
dustrial houses.” 

The two resolutions reflected in sharp relief the extreme ideological 
positions increasingly immobilizing the party on issues of economic pol- 
icy. The first reiterated existing incremental approaches favored by the 
Syndicate (and the high command); the second advocated a program of 
radical change in the economic structure. The conflict was in one sense, 
however, politically opportune. It provided the occasion for an interven- 
tion by the prime minister aimed at endorsing some elements of the radi- 
cals’ program in order to project a populist image in the ongoing battle 
with the “reactionary” Syndicate for public support. Such a tactic prom- 
ised an additional advantage. The Forum itself offered an au.xiliary politi- 
cal base inside the party in the allegiance of the younger rank and file. 
Indeed, Forum leaders, assessing the opportunities provided by the 
power struggle, early concluded that their best tactic was to come down 
unequivocally on the side of Mrs. Gandhi. Their messages, conveyed to 
her by diverse intermediaries, had one recurrent theme, that the Forum 
was a group on whom the prime minister could depend at any point of 
time for absolute support, and could rely upon in any difficult period. 
Even more, the Forum stood ready to mobilize support on behalf of Mrs. 
Gandhi from the wider left outside the Congress through its links with 
the CPI. 

The initial indication that Mrs. Gandhi was considering a de facto al- 
liance with the Forum group in her struggle with the Syndicate came on 
the first day of the Bangalore session. Indisposed in New Delhi, the 
prime minister, without warning, sent her own “Note on Economic Pol- 
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icy” to the Working Committee for consideration as an alternative to 
Subramaniam’s draft. Remarking that these were “just some stray 
thoughts rather hurriedly dictated” after reviewing Subramaniam’s 
suggestions and “glanc[ing] through the Forum M.P.’s ‘Note,’ ” Mrs. 
Gandhi went on to suggest “full or partial” action on a number of 
policies that took their inspiration — as well as some of their wording — 
from the dissidents’ proposals.^® Her detailed suggestions, however, 
drew on the least radical recommendations in the Forum’s program. She 
endorsed proposals to appoint a monopohes commission; ban the entry 
of big business in most consumer goods industries; restrict foreign capi- 
tal to fields in which local know-how was not available; build up a pro- 
fessional management cadre for public-sector projects; reorient the credit 
policies of public financial institutions to favor new entrepreneurs in less 
developed regions; and impose a ceiling on unproductive expenditures 
by private corporations. The political saHence of the “Note,” however, 
derived from one other provision. The prime minister, this time break- 
ing ranks with the senior party leadership, indicated she was willing to 
reopen the issue of bank nationalization. The initiative both served notice 
that the power struggle could be converted into an ideological confronta- 
tion unfavorable to the Syndicate, and left room for a conciliatory out- 
come. Mrs. Gandhi noted, “There is a great feeling in the country regard- 
ing the nationalization of private commercial banks. We had taken a de- 
cision at an earlier A.I.C.C. but perhaps we may review it. Either we can 
consider the nationalization of the top five or six banks or issue directions 
that the resources of the banks should be reserved to a larger extent for 
public purposes. The Working Committee — startled at the sudden ar- 
rival of the prime minister’s “Note” and divided among themselves by 
the policy issues raised in it — was not, however, disrupted. The am- 
biguity of the proposal on bank nationalization, as well as the general na- 
ture of the other recommendations on industrial policy, provided a path 
that allowed the Syndicate to steer clear of any traps set for it in exposing 
their reactionary intentions. The Working Committee, which met on 
July 11, merely appended a covering resolution to Mrs. Gandhi’s “Note” 
for presentation to the AICC, declaring that, “it sets out the policies to 
be pursued and steps to be taken for the purpose of improving the per- 
formance of our economy in industry and agriculture and at the same 
time ensure that the process of economic development does not lead to 
the concentration of wealth and power in a few hands.” The high com- 
mand further called upon the central and state governments “to take the 
necessary steps to expeditiously implement the various points mentioned 

The text of the prime minister’s note on economic policy is published in Zaidi, Tlie 
Great Upheaval, p. 81. 
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in the note.”®’ The next day, on July 12, Morarji Desai introduced the 
“Resolution on Economic Policy and Program” in the AICC session, 
affirming that he supported the prime minister’s “Note” “without any 
reservation.”®® 

The Syndicate’s attention was fixed on something more important, the 
meeting of the Congress Parliamentary Board direaly following the 
AICC session. They confidently expected to win a majority at the meet- 
ing for their selection of Sanjiva Reddy as the Congress candidate in the 
upcoming presidential election — the first step in their strategy for replac- 
ing Mrs. Gandhi. Their calculations proved correct. When the prime 
minister, just minutes before the meeting, informed Chavan she in- 
tended to support the candidacy of Jagjivan Ram in opposition to San- 
jeeva Reddy, Chavan told her what the Syndicate already knew, that he 
had made an earlier commitment to vote for Reddy which at this late 
hour could not be changed. At the meeting a short while later, when 
Fakhruddin Ali Ahmed introduced Jagjivan Ram’s name, Mrs. Gandhi 
stood defeated. The vote in favor of Reddy was 4-2, Kamaraj, Patil, 
Deasi, and Chavan in support; Mrs. Gandhi and Fakhruddin Ali Ahmed 
opposed. Nijalingappa, as chairman, andjagjivan Ram both abstained.®® 

Opinion on all sides was unanimous that the decision represented a 
blow for Mrs. Gandhi which “reopened the whole question of the 
Prime Minister’s position inside the party.”’® Mrs. Gandhi, convinced 
she had been deliberately outvoted as a challenge to her authority, an- 
grily warned at a press conference that the party bosses would “have to 
face the consequences.” Foreshadowing the strategy of her counterat- 
tack, she characterized the board’s action in forcing a candidate on her 
that she opposed as an assault “related to my views and attitudes and my 
social and foreign policies. When one holds certain views one expects to 
be attacked.”’^ 

Between July 12, when Reddy was first nominated by the Congress 
Paliamentary Board, and August 16, the date of the presidential election, 
Mrs. Gandhi devised a counterattack that put into action the implied 
threat of Faridabad and Bangalore of turning the power struggle into an 
ideological confrontation in an appeal for popular support over the heads 
of the party leaders. The first round in a political blitzkrieg against the 
Syndicate was fired only two days after the Bangalore session. On July 
16, Mrs. Gandhi summarily relieved Morarji Desai of the finance 
portfolio, predictably precipitating his resignation as deputy prime 
minister and departure from the government. On July 21 , less than 

” Congress Bulletin, Nos. 6-7 (Junc-July 1969), p. 20. IhiJ., p. 7A. 
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forty-eight hours before the Lok Sabha was scheduled to meet, the gov- 
ernment announced that fourteen of the largest commerical banks in 
India (accounting for 56 percent of total deposits and over 52 percent of 
total credit in the economy) had been nationahzed by presidential ordi- 
nance.’^ 

The ideological tone that subsequently came to characterize the con- 
frontation was established at the outset by the prime minister. Her brief 
letter of dismissal to Morarji Desai omitted any reference to a power 
struggle. The note mentioned only the ongoing debate on the policies for 
socio-economic change necessary to give the poorest seaions “a real feel- 
ing of hope,” and the decision, taken at Bangalore, to “put the responsi- 
bility on the Government for the early and effective implementation of 
the new economic pohcies” sketched out in the resolution approved by 
the AlCC. The operative part of the letter continued: 

As a disciplined soldier of the party you lent support to the resolu- 
tion which was adopted, even though I know that in regard to some 
of the basic issues that arise, you entertain strong reservations and 
have your own views about the direction as well as the pace of 
change. You have expressed your views clearly in the Working 
Committee and on other occasions. I have given deep thought to 
this matter and feel that in all fairness, I should not burden you with 
this responsibility in your capacity as Finance Minister, but should 
take it directly upon myself.’^ 

The prime minister’s assertion that her differences with the Syndicate 
had aU along centered around issues of social change gained popular cred- 
ibility from the almost miraculous rapidity with which bank nationaliza- 
tion was accomplished once Desai’s tenure as finance minister was 
ended. The decision to carry out bank nationalization by presidential or- 
dinance with immediate effect had an additional political advantage. It 
identified a striking “progressive” measure — favored by many other 
senior leaders — exclusively with the prime minister. 

The notion that Mrs. Gandhi was the personal embodiment of a new 
direction in economic poHcy aimed at benefitting the poor was mean- 
while promoted through large raUies and demonstrations in New Delhi. 
The young, unemployed, and the most humble of the city’s citizens 
surged toward the prime minister’s house in a mood of high excitement. 
Although the demonstrations were, in part, organized by the CPI, the 
sentiments they tapped were clearly spontaneous. Ordinary people re- 
sponded with exhilaration to the explanations of agitators on the mean- 
ing of bank nationalization that the money in India’s largest commercial 
banks had now been transferred into their hands. 

The Stfl(e5»id/i , July 22, 1969. Zaidi, The Great Upheaval, pp. 92-93. 
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Such tactics, however, were resented not only by the Syndicate but 
other party leaders, who felt robbed of the credit they would have shared 
if the normal legislative process had been followed. In addition, they 
stirred apprehension among the noncommunist opposition as the har- 
binger of “dictatorial trends.”'^'* Misgivings were reinforced when the 
government — despite a stay order that set August 12 as the date for hear- 
ings on petitions challenging the constitutionality of bank nationaliza- 
tion — rushed to submit legislation replacing the ordinance. Opposition 
protests at the “indecent haste” with which the presidential ordinance 
had been promulgated and the new bill introduced had no effect. On the 
contrary, the speed of the legislative process was accelerated by un- 
precedented procedural shortcuts.’^ The bill, passed by a voice vote in 
the Lok Sabha on August 5, 1969 — after a walkout by Jan Sangh and 
Swatantra MPs, who charged the government with “murdering” par- 
liamentary procedure'^^ — was signed into law by the acting president on 
August 10, two days before the Supreme Court’s hearings. 

The popular outpouring of enthusiasm that followed the promulga- 
tion of bank nationalization in itself accelerated the momentum toward 
political confrontation. The conservative opposition parties were pro- 
foundly alarmed at the ability of the prime minister to arouse an apathetic 
mass public, and her willingness to take politics into the street in a tacit 
alliance with the CPI. They did not hesitate to label Mrs. Gandhi “a 
Communist fellow-traveler, who in the company of communists has set 
her foot on the slippery path to dictatorship. The charges, moreover, 
were echoed by the prime minister’s opponents inside the Congress 
party, who also accused her of “brinksmanship” in economic policies as 
a means of winning the power struggle with the Syndicate.’® 

The attacks brought responses in kind from the prime minister. Ad- 
dressing the rallies that daily gathered before her house, she pointed out 
the hypocrisy of Congressmen who for years had voted for socialist pro- 
grams and were now labeling her a dictator “when I am trying to im- 
plement these programs.” She questioned the credibility of press criti- 
cism when a few monied individuals owned the newspapers and they 
were “able to raise their voice against the common man, against me and 


’■* Hindustan Ti'mci, July 26, 1969. 

” Ibid. The Bank Nationalization Bill was introduced within three days of the beginning 
of the new session of the Lok Sabha. Rules of procedure requiring a notice period of seven 
days before a bill could be introduced, and another two days of study prior to its considera- 
tion, were suspended by the House. The speed of the legislative process was accelerated 
further by eliminating the normal one-day pause between amendment of a bill and the final 
reading. 

The Statesman, August 5, 1969. ” The Statesman, August 7, 1969. 

The Statesman, August 13, 1969. This criticism was levied by Asoka Mehta. .Mrs. 
Sucheta Kripalani, among others, also charged that Mrs. Gandhi was "under the influence 
of Communists and fellow-travelers.” /fcW. 



422 


CONGRESS SPLIT 


against the women of this country through their newspapers.” As for 
charges that “I am trying to promote Communism,” Mrs. Gandhi as- 
serted, “if I wanted to become a Communist, nothing could have pre- 
vented me from doing so. I am all for the Congress and its programs and 
I have always been in the Congress. It does not sound reasonable to say 
that by implementation of Congress policies and programs I have be- 
come a Communist.”’® 

The popularity of such arguments with the mass public led to an im- 
mediate tactical victory for the prime minister in her struggle with the 
Syndicate. The possibility that Y. B. Chavan might yield to growing 
Syndicate pressures for his resignation from the Cabinet as the first step 
in splitting the Congress parliamentary party — thereby paving the way 
for a no-confidence vote against Mrs. Gandhi — was averted. After bank 
nationalization, Chavan informed Nijalingappa he was not resigning, 
and “as far as I am concerned, there was absolutely no question of disas- 
sociating myself from the bold and dynamic policy of the Prime Minis- 
ter. ”8° 

The Syndicate, denied Chavan’s support, became more and more vul- 
nerable to charges of reaction and collusion with vested interests. This 
was, in fact, the tactic ultimately used by Mrs. Gandhi to repudiate San- 
jiva Reddy, the presidential candidate endorsed by her own party, and 
to discredit countercharges that she was working to defeat the Congress 
nominee from considerations of personal advantage in a power struggle. 

On July 22, at Nijalingappa’s request, Mrs. Gandhi had signed the 
nomination papers of Sanjiva Reddy as the Congress candidate. The 
move was a prelude — in the normal course — to a whip directing Con- 
gress MPs and MLAs (members of the electoral college of both houses of 
parliament and the legislative assemblies of the states), to vote for Reddy 
as the party’s nominee. But Mrs. Gandhi was convinced that if Reddy 
were elected she would certainly be overthrown. Her advisers, 
moreover, were persuaded that the prime minister’s support for the 
priniciple of a “free vote” represented the best chance of defeating Reddy 
in the election. 

There was, moreover, an alternative candidate that could be supported 
with some credibility as the representative of the “progressive forces” in 
the contest. On July 13, V. V. Giri, the former vice president and acting 
president, announced his decision to stand for election as president in a 
statement that criticized the Congress Parliamentary Board for a “parti- 
san approach” in selecting the party’s nominee. He explained his step as 
“a moral struggle against any injustice irrespective of the consequences. 

The Statesman, August 5, 1969. 
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necessary to provide an alternative candidate concerned for the good of 
the nation” and the need to keep the office of the president “scrupulously 
above party considerations.”®' Giri, a self-described “ardent follower of 
the Father of the Nation”®^ since 1913 and a trade union organizer, at- 
tracted the support of several opposition parties, including important re- 
gional groups such as the Akali Dal, DMK, and the Muslim League. The 
two communists parties, calculating that their best hope of “thwart[ing] 
the forces of reaction” was to build up political opposition to Reddy, also 
endorsed Giri’s candidacy.®® CPI leaders, in particular, viewed Giri’s vic- 
tory as essential to prevent “a right reactionary takeover of power at the 
Center. ”®‘’ The Swatantra and Jan Sangh, for their part, contributed to 
the growing sense of ideological polarization rapidly building up around 
the rival candidacies of Reddy and Giri by describing the nation as at a 
“crossroads,” involving nothing less than the choice between “a demo- 
cratic constitution and free way of life and Communism.”®® Although 
both conservative parties decided to support C. D. Desmukh, a former 
finance minister, as their official nominee, they did so with the knowl- 
edge he had no serious chance of victory. More significant was their de- 
cision to cast second-preference votes for Reddy in a contest that most 
observers expected to be very close. 

It was, indeed, Nijalingappa’s discussions with Jan Sangh and 
Swatantra party leaders in the first week of August on the question of 
such second-preference support for Reddy that provided Mrs. Gandhi’s 
forces with the opportunity they were seeking. Individual MPs associ- 
ated with the Forum had already sought permission from Nijalingappa to 
“follow their conscience” in the presidential vote. Yet a large-scale effort 
to organize Congress MPs and MLAs in favor of Giri, despite formal en- 
dorsement by their own party leadership for Reddy, required that lead- 
ing members of the government known to have the confidence of the 
prime minister publicly endorse such a demand. On August 9, 
moreover, Nijalingappa addressed a request to Mrs. Gandhi for “an ap- 
peal from you to the Members of the party” on behalf of the Congress 
nominee.®® The request, less than one week before the election, under- 
scored the necessity of taking a clear position. 

On August 11, at a meeting at the prime minister’s house, Jagjivan 
Ram and Fakhruddin Ali Ahmed drafted the letter to Nijalingappa that 
prepared the ground for a “free vote.” The two ministers informed the 
Congress president that “considerable confusion exists in the minds of 
numerous members of our Parliamentary Party regarding the talks that 
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you had, on your own initiative, with some leaders of the Jan Sangh and 
Swatantra Party. It is claimed that as a direct result of your talks, the Jan 
Sangh Executive decided to extend support to Shri Sanjiva Reddy. 
What is agitating the minds of members of our Party is the basis on 
which you could possibly have had these talks. All kinds of ugly rumors 
are afloat and situation has worsened because those who you have ap- 
proached have openly demanded the removal of the Prime Minister.” 
The letter ended with the warning of “grave repercussions on the Presi- 
dential election” unless the “whole position is fully clarified and the basis 
of your talks and their readiness to support Shri Sanjeeva Reddy is satis- 
factorily disclosed.”®'^ 

Nijalingappa’s reply that the talks were part of the “usual practice” of 
approaching all parties and voters for support, “done in the past by all of 
us including the Prime Minister,” was of no avail.®® Nor were stronger 
denials in response to subsequent, more accusatory, letters from Ram 
and Ahmed. The Congress president’s characterization of rumors that “1 
had talked with Jan Sangh and Swatantra for a coalition” as “an unadul- 
terated lie,” and his constant reiteration that no negotiations, “covert or 
overt,” for sharing power with the Jan Sangh and Swatantra parties ever 
occurred®^ were met by replies expressing regret that the basis of the 
talks with the two parties had not been revealed. According to Ram and 
Ahmed, it was becoming more difficult’ than ever “for us to convince our 
members in Parliament and the State Legislatures that it is not a matter of 
conscience for them as to how they should vote in the coming elec- 
tion. 

On August 13, Mrs. Gandhi finally made her own position public. Re- 
ferring to “the strong feefings of Congressmen, Members ofParhament 
as well as Members of State Legislatures, regarding the steps taken to 
make electoral arrangements with the Jan Sangh and Swatantra party in 
the forthcoming Presidential election,” and expressing “deep anguish” 
that “our colleagues and leading members should be convinced that at- 
tempts are now being made to compromise with pohtical parties totally 
opposed to our principles and accepted programmes,” Mrs. Gandhi in- 
formed Nijalingappa that in these circumstances “I do not think ... it 
would be right for me to have whips issued. The letter freed Mrs. 
Gandhi and her supporters to mount a furious campaign on behalf of 
Giri. The Forum, in particular, became the “storm troopers in the fight 
against the reactionary forces, the main fighters of the Giri election.” 

The results, announced on August 20, revealed that Giri had won a 
narrow victory. Although the outcome was hailed by Mrs. Gandhi’s 
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supporters as a “peoples triumph,” the battle for primacy between the 
prime minister and Syndicate within the ruling party had not yet been 
won. An analysis of the vote showed that the large majority of Congress 
MPs and MLAs (estimated at 62 to 65 percent of MPs and 66 to 75 per- 
cent of MLAs) had followed the organization’s lead in supporting 
Reddy. It was clear that Giri had won his modest victory with a minor- 
ity of Congress votes, in combination with those of diverse opposition 
parties. 

After the presidential election, both sides set out to win a decisive test 
of strength. The intricate maneuvers that characterized the struggle be- 
tween Mrs. Gandhi and the Syndicate between August and November 
1969 were designed not only to achieve a strategic advantage in key party 
organs, but to demonstrate that the opposing side was to blame for the 
imminent rupture. On both counts, Mrs. Gandhi and her allies emerged 
victorious. 

The Syndicate found it impossible to counter the prime minister’s ini- 
tial advantage in her identification with the “progressive forces.” On 
August 14, Nijalingappa did serve notice on Mrs. Gandhi (as well as on 
Jagjivan Ram and Fakhruddin Ali Ahmed) that their conduct during the 
presidential election was inconsistent with party discipline and would be 
considered by the Working Committee. But the fact that Giri’s election 
sparked another outpouring of popular support for the prime minister 
immobilized the party leaders in their plans for disciplinary action. At the 
Working Committee’s meeting on August 25, S. K. Patil, the Syndi- 
cate’s most conservative member, argued in favor of dropping all 
charges against the prime minister and her allies. The loss of Chavan’s 
support, he was convinced, had made it impossible to wage a public bat- 
tle against Mrs. Gandhi on the issues posed by her before the country. 
The only satisfaction the Syndicate could extract from the prime minister 
and her supporters was a brief unity resolution conceding “allegations 
made against the President [of an electoral understanding with the Jan 
Sangh and Swatantra parties] were on wrong assumptions based on in- 
formation available at that time and therefore they are untenable.”®^ 

The struggle subsequently shifted to maneuvers for control of the 
party machinery. The immediate events leading to the final denouement 
of a formal split were triggered by the resignation on September 27 of 
C. Subramaniam as president of the Tamil Nadu Congress Committee 
after a majority of members (loyal to Kamaraj) presented a petition of no 
confidence in his leadership. The resignation created an opportunity for 
the Syndicate to upset the delicate balance of forces inside the Working 

Ibid., p. 491. Also see Nayar, India, the Critical Years, p. 56. 

Zaidi, The Great Upheaval, p. 157. 



426 


CONGRESS SPLIT 


Committee by challenging Subramaniam’s right to continue as a mem- 
ber. The ground for questioning Subramaniam’s status was that he owed 
his membership on the AICC — a prerequisite for membership on the 
Working Committee — to his ex-officio standing as a Pradesh Congress 
president. 

Information passed on to Mrs. Gandhi by Shankar Dayal Sharma, then 
general secretary of the AICC, that Nijalingappa was preparing such a 
move spurred an immediate counterattack. On October 9, Mrs. Gandhi 
and five of her supporters (this time including Chavan) sent a letter to 
Nijalingappa charging the Congress president with issuing “arbitrary’- 
orders” in removing Subramaniam and demanding an early meeting of 
the Working Committee (by October 15) and of the AICC (by Novem- 
ber 17) to “consider the entire political situation.”®'’ Nijalingappa, who 
had not actually mailed a dismissal notice to Subramaniam, denied in re- 
ply “any action taken by me which need have caused the concern you 
have shown in your communication.”®^ On that account, he informed 
the prime minister, it was unnecessary to call a meeting of the Working 
Committee before the regularly scheduled date of November 1. 

Mrs. Gandhi’s next challenge, however, was more difficult to brush 
aside. The Congress president, within days, was confronted with a sig- 
nature campaign among AICC members to requisition a special meeting 
of the AICC for the purpose of electing a new president. The move 
aimed to reverse a resolution passed at the Faridabad session extending 
Nijalingappa’s term of office one year beyond December 1969, the date it 
would otherwise have expired. The reason given was that Nijalingappa 
had violated the spirit of the unity resolution in moving against Sub- 
ramaniam, and had exposed the difficulty of implementing declared 
policies of the Congress “unless the Congress organization as a whole is 
attuned to this purpose and gives its wholehearted cooperation particu- 
larly at its top level.” The requisition notice, formally submitted to the 
Working Committee on October 19, bore the signatures of 405 members 
of the AICC, indicating a clear majority for Mrs. Gandhi in the larger 
executive body.®® 

On the day before the scheduled November 1 meeting of the Working 
Committee, Nijalingappa took the actions that hardened factional cleav- 
ages into a party break. He removed both Subramaniam and Fakhruddin 
Ali Ahmed from membership in the Working Committee. He informed 
Subramaniam that “you have lost the basic eligibility for being an elected 
member”; and he indicted Ahmed for “embark[ing] upon a course of ac- 
tion that is calculated to subvert the constitution of the organization, en- 
gineer a split in the organization, and disrupt the democratic functioning 
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of the organization.”®’ On November 1, Nijalingappa furtlier requested 
the resignation of Shankar Dayal Sharma as general secretary of the 
AICC, and removed him from membership of the Working Committee 
for lack of “basic loyalty that the President is entitled to receive from the 
General Secretary.”®® 

The response of Mrs. Gandhi and her allies was not only to boycott the 
scheduled meeting of the Working Committee, but to set up a parallel 
Working Committee by calling for a meeting at the same hour in the 
prime minister’s residence. On November 1, the two factions, one 
headed by Nijalingappa and the other by Mrs. Gandhi, held separate 
meetings that revealed the Working Committee was almost evenly di- 
vided between the two groups. The ten members of the Working Com- 
mittee meeting under the chairmanship of Mrs. Gandhi assumed execu- 
tive authority in deciding to convene a meeting of the AICC on Novem- 
ber 22 and 23 in New Delhi in response to tlie requisition notice. The 
eleven members of the Congress Working Committee meeting under the 
chairmanship of Nijalingappa rejected the requisition notice as “out of 
order” on grounds that it amounted to a no-confidence motion against 
the president that only the plenary session, not the AICC, was compe- 
tent to consider. At the same time, Nijalingappa served notice on Mrs. 
Gandhi that only office bearers of the AICC had authority to convene a 
meeting of the AICC. He characterized the prime minister’s action in 
calling for a special session as “an unpardonable act of gross indiscipline, 
a flagrant violation of the Constitution of the Congress calculated to dis- 
rupt the unity of the organization.”®® 

As the conflict reached the point of no return, Mrs. Gandhi, on No- 
vember 8, circulated a six-page letter’®® to all members of the AICC ex- 
plaining “the background” of the requisition. She described it as “a crisis 
building over a long time” that was unrelated to a “mere clash of per- 
sonalities,” a “fight for power,” or a “conflict between the Parliamentary 
and organizational wings.” The conflict, according to the prime minis- 
ter, was between “those who are for Socialism, for change and for the 
fullest internal democracy and debate in the organization on the one 
hand, and those who are for the status quo, for conformism and for less 
than full discussion inside the Congress.” The conflict, Mrs. Gandhi con- 
tinued, was one between “two outlooks and attitudes in regard to the 
objectives of the Congress and the methods in which the Congress itself 
should function.” It had existed at least since Independence “and even 
before.” It was manifested in the “lip service” paid to Congress ideals of 
socialism, democracy, secularism, and nonaligment by a group that did 


” Ibid., pp. 177-82. Ibid., p. 203. 

” Ibid., pp. 192-93. 

The tc.xt of Mrs. Gandhi’s letter is published in The Siaicsiitatt . November 12. 1909. 
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not have faith in these objectives, but “knew that if they openly ex- 
pressed their reservations they would lose the power and influence they 
had derived from the party.” This same group, Mrs. Gandhi asserted, 
had attacked Nehru’s preeminence inside the party during the last years 
of his leadership. “I know,” site stated, that 

this group constantly tried to check and frustrate my father’s at- 
tempts to bring about far-reaching economic and social changes. . . . 

In his last years, my father was greatly concerned that the Congress 
was moving away from the people and that there were people inside 
the Congress who were ofiering resistance to change. ... To con- 
solidate their hold and in the name of discipline they pushed out of 
the Congress many honest and devoted workers whose loyalty to 
the organization and its ideals was beyond question . . . the party reg- 
isters were packed with bogus names. Recently, the tendency to ac- 
quire factional control of the organization has become more intense. 
This is linked up with the desire to control the direction of Govern- 
ment policy and economic life in line with the narrow purposes and 
interests of a limited seaion. This is the background of the present 
crisis. 

On November 12, Nijalingappa, speaking for the Working Commit- 
tee, offered an entirely different interpretation of the political crisis. He 
insisted that the party split had been created solely by the prime minis- 
ter’s “basic and overriding desire to concentrate aU power in her own 
hands.” He then declared that Mrs. Gandhi had been removed from pri- 
mary membership of the Congress party for “her deliberate act of 
defiance of the decision of the Working Committee and her actively 
sponsoring the setting up of a rival Working Committee and a rival 
AICC and her other attitudes and actions spreading indiscipline in the 
Congress organization.” The Working Committee further declared that 
“with the removal from membership of the Congress, Smt. Indira Gan- 
dhi ceases to be the leader of the Congress Party in ParUament. The 
Working Committee directs the Congress Party in Parliament to take 
steps immediately to elect a new leader. This “directive” was fol- 
lowed by sixty Congress members of the Lok Sabha, who met on No- 
vember 16 and elected Ram Subhag Singh as leader in place of Mrs. Gan- 
dhi. The Congress parhamentary party was split. 

The requisitioned meeting of the AICC on November 22 and 23 com- 
pleted the formalities of the final break. The session, with Mrs. Gandhi 
in the chair, passed resolutions removing Nijalingappa as Congress pres- 
ident, invalidating all disciplinary action previously taken against the 
prime minister and her supporters, and providing for the election of a 


Zaidi. The Great Upheaval, pp. 234-38. 
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new president on the basis of present delegates to the plenary session 
scheduled for the last week of December. The AICC further elected Sub- 
ramaniam interim president for the intervening five-week period. 

Subramaniam’s first action was to constitute an Interim Working 
Committee that would “bring in the younger and radical elements in the 
Congress and displace the old faces to project a radical new image. 

The names of those members of the Working Committee who had met 
at Mrs. Gandhi’s residence on November 1 (with the addition of D. P. 
Mishra) were submitted as the official slate for election by the AICC, 
thereby giving maximum leverage to the president in the appointment of 
new members. Of the ten appointees, three, K. R. Ganesh, Chandrajit 
Yadav, and Nandini Satpathy, belonged to the ex-communist contingent 
associated with the Forum. Forum leaders, however, were the first to 
realize the largely symbolic nature of their new status in the party organi- 
zation. Observing that “groupings in any political party arc never fully 
ideological and the present situation in the Congress is in no way an c.x- 
ception,” they asserted, “we must accept the painful reality that many 
who do not subscribe to the socialist objectives have taken position on 
our side because of political expediency.”*®"* 

The fact that the Congress split originated in a power struggle during 
which Mrs. Gandhi’s faction made an expedient alliance with party radi- 
cals as a means of evoking popular support did not mean tiiat the leader- 
ship was able to return to its previous accommodative style. The decisive 
round in the battle between Mrs. Gandhi’s Congress, styled Congress 
(R) or Requisition, and the Syndicate’s party, known as Congress (O) or 
Organization, was still to come in the confrontation during the national 
elections scheduled for 1972. The limitations of organizing electoral sup- 
port through vertical patterns of peasant mobilization — evident as early 
as 1962 — appeared much more severe in the wake of the split, when large 
numbers of local notables who had served the Congress as “link men” in 
the constituencies defected to the Congress (O). Despite the substantial 
majority won by Mrs. Gandhi in the AICC, the Congress (R) had lost 
about forty percent of its organizational strength compared to that of the 
undivided party. 

Interview, C. Subramaniani, New Delhi, August 20, 1973. 

Zaidi, The Great Upheaval, p. 257. Their assessment was presented in "Congress 
M.P.’s Note on Socialist Objectives of the Congress Submitted to the A.I.C.C." at the 
November 1969 Requisition Meeting. The note was signed by Chandra Shekhar, Mohan 
Dharia, Krishna Kant, R. K. Sinha, and Chandrajit Yadav. 

The AICC session held in Bombay in December 1969 revealed that 423 out of 707 
elected members (appro.vimatcly 60 percent) and 56 out of95 nominated members (59 per- 
cent) holding these positions in the pre-split session at Faridabad had stayed with the Con- 
gress (R). Similarly, 2,870 of 4,690 delegates (61 percent) entitled to vote in the plenary 
session at Faridabad attended the Bombay session. Sec Zaidi, The Gnat Upheaval. 
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Support for the Congress (R), moreover, was unevenly distributed 
among the states. While the party remained more or less intact in Andhra 
Pradesh, Haryana, Madhya Pradesh, Maharashtra, and Rajasthan, it was 
virtually decimated in Gujerat (Morarji Desai’s home state); it lost 
three-quarters of the membership in West Bengal; and two-thirds to 
one-half in Bihar, Kerala, Mysore, Tamil Nadu, and Uttar Pradesh.^'’® 

The position of the Congress (R) was also considerably weakened in 
the state legislative assemblies. Except for Assam, Kashmir, Madhya 
Pradesh, and Punjab, there were defections in all states. In the Syndicate 
strongholds of Gujerat, Mysore, and Tamil Nadu, the overwhelming 
majority of ML As went over to the Congress The biennal elec- 

tion to the Rajya Sabha in March 1970, moreover, exposed a serious ero- 
sion of party discipline among Congress (R) MLAs, many of whom en- 
gaged in cross-voting to defeat their own party’s candidates endorsed by 
the Central Parliamentary Board. The post-spHt period, in fact, saw a 
renewed frenzy of defection politics. Both the Congress (R) and the 
Congress (O) attempted to compensate for their truncated strength by 
trying to wean away or regain supporters from the other side, or to ar- 
range alliances with other parties as well as independents. In most cases, 
the two Congress parties competed for the same MLAs, attracting defec- 
tors from each other and from such diverse groups as the Swatantra 
party, the AkaU Dal, BKD, SSP, and independents. The most fierce and 
prolonged battle occurred in the key state of Uttar Pradesh. There, after 
renewed and grave violations of democratic, parliamentary, and con- 
stitutional norms, the struggle was temporarily decided in favor of a 
five-party SVD ministry, representing an alhance between the Congress 
(O), BKD, Jan Sangh, SSP, and Swatantra. 

The organizational disarray of both sides made clear that the final (elec- 
toral) victory would go to the party capable of rallying public opinion to 
its side in settling the competing claims of each to be the “real” Con- 
gress. There was, therefore, a premium on the use of publicity, prop- 
aganda, and simple slogans to arouse emotional support among the mass 
public. 

Each side escalated its charges against the other. The Congress (O), 
tarred by the Syndicate brush, had little scope — or desire — for invoking 
popular enthusiasm as the vanguard of the “progressive forces.” While it 
endorsed the undivided party’s Ten-Point Program elaborated in June 
1967 as its own, this was not the major thrust of its propaganda. Rather, 
it concentrated on discrediting Mrs. Gandhi personally and the Congress 

The Statesman, November 23, 1969. 

Zaidi, The Great Upheaval, pp. 465-66. 

See The Statesman, March 29, March 31, April 3, 1970. 

See Kashyap, The Politia of Power, pp. 275-304, 653-72. 
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(R) politically for opportunist policies aimed at winning power, even at 
the price of destroying India’s democratic foundations and her independ- 
ence of foreign influence. 

Nijalingappa, who continued as president of the Congress (O) until 
December 1970, charged Mrs. Gandhi with using the aura of radicalism 
to stir up a “politics of mass hysteria.” He accused the prime minister of 
cynical exploitation of government media of communication, and the 
willful erosion of democratic procedures of functioning in the Congress 
organization and the Congress parliamentary party, all of which split the 
party and endangered the country’s political stability. In her “urge for 
total personal power,” Nijalingappa charged, the prime minister had not 
only made parliamentary alliances of convenience with religious and 
obscurantist elements, but in effect, came close to treason. He asserted, 
“she has not hesitated to subordinate some of India’s policies to the 
Soviet Union in order to gain for herself the support of the Communists. 
She has deliberately encouraged former cardholders in the administration 
and the party and in all her actions she had acted in a partisan manner, 
where the partisanship has favored those acceptable to the Communists. 
The softening process that the Communists favor of organizations and 
administration has been acquiesced in by Smt. Indira Gandhi.””® All of 
this, according to Nijalingappa, had been accompanied “by the influx of 
foreign money and the growing interference of a foreign power in the 
internal affairs of our country,” so much so that India was being reduced 
to “the position of a Soviet satellite.”’” Such taaics were meant to set 
the stage for the subversion of democracy. In particular, the Congress 
(O) warned against a “deliberate attack on the fundamental rights of the 
citizen to his property which threatens to develop into an attempt to 
amend the Constitution in a manner that would give the government the 
right to expropriate arbitrarily even the poor peasant’s modest amount of 
land.””2 

Mrs. Gandhi’s allies, for their part, did not hesitate to invoke even 
more radical rhetoric to rally public support and establish her version of 
the split as a “conflict between the established and entrenched bosses and 
the progressive forces.””® The services of Forum MPs and their sup- 
porters were once again enlisted, this time to draft the political resolu- 
tions adopted at the AICC and plenary sessions of the party as authorita- 
tive statements of the conflict. 

The charges against the Syndicate were broadened. They were accused 
not only of using their position as “bosses” inside the undivided party to 

Zaidi, The Great Upheaval, p. 309. Ibid., pp. 370, 394. 

Ibid., p. 394. 

See “Welcome Address of Mr. Fakhruddin All Ahmed at the Requisitioned Meeting 
of A.I.C.C., New Delhi, November 22, 1969,” ifciW., pp. 266-74. 
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protect the vested interests by obstructing implementation of progressive 
policies, but of allying with outside forces of “right reaction and com- 
munalism” to defeat the new tendencies toward change inside the Con- 
gress. According to the political resolution adopted by the requisitioned 
AICC meeting at Delhi (November 22-23, 1969), this aUiance, pur- 
sued secretly at first, was responsible for splitting the party organization 
and the Congress party in parliament. Subsequently, open attempts were 
made to form a “grand alhance” of the Syndicate, Jan Sangh, and 
Swatantra to function as a combined force inside parliament aimed at 
toppling the Congress government. All of these acts exposed the Con- 
gress (O) as “nothing but an ally of the forces of right reaction and com- 
munalism.” These forces, moreover, were represented as particularly 
ruthless enemies. Once confronted with the challenge of “change and ex- 
tinction,” they could not afford a posture of magnanimity, but were 
starting to operate “with all their vigour, using all means at their dis- 
posal” to protect their privileges. Their efforts to slow down the rate of 
social transformation included use of the “monopoly press” to raise the 
bogey of communism and spread confusion; and appeal to communal 
emotions to divert attention from basic social tasks; and unspecified col- 
lusion in the advancement of “political interests on the national and 
international plane.” 

Actually, the political resolutions went further, to attack virtually all 
opposition groups other than the CPI. The June 1970 AICC session in 
New Delhi criticized the regional parties because they diluted the unity 
necessary for carrying out national tasks of social transformation, and 
castigated the Naxalites — and those in the CPI (Marxists) supporting 
them — for inciting violence and chaotic action that diverted attention 
from “constructive” policies. Indeed, the very principle of legitimate 
opposition was at least implicitly challenged by repeated assertions that 
“Congress alone” with its heritage and commitment to multiple goals of 
secularism and socialism could carry out the “historic task” of providing 
direction to revolutionary processes of social and economic transforma- 
tion.^^^ Even moderates inside the party allowed themselves to imply 
that opposition to Mrs. Gandhi’s leadership was by itself suspect. Sub- 
ramaniam, in appealing for the support of the Congress rank and file, 
declared that “the Prime Minister today represents the forces which 
stand for dynamism in our economic and social policies and pro- 
grammes, not merely in formation but also in implementation.”^^® 

The te.xt of the Resolution on Political Situation adopted at the plenary session of the 
Congress (R) at Bombay, December 28-29, 1969, is pubhshed in AICC, From Bombay to 
Delhi, pp. 204-208. 

The te.xt of the resolution adopted at the June 1970 AICC session in New Delhi is 
published in AICC, From Delhi to Patna (New Delhi, October 1970), pp. 192-97. 

Subramaniam made this remark when, as interim Congress president, he appealed to 



CONGRESS SPLIT 


433 


Such language, moreover, could not simply be dismissed as rhetorical 
excess. The Congress (R), as the governing party, enjoyed ready access 
to the press, and more important, control over the government-owned 
All-India Radio. After 1969, Marxist polemics were routinely used in tlie 
government media by the ruling party to discredit their opposition. The 
result was that the political idiom was quickly transformed from one of 
conciliation to one of conflict. Notions that the time had come to “fight a 
crucial battle against these forces of reaction”"’ blended easily into a 
new criterion of political morality. “Commitment to socialism” and the 
advance of the social and economic program adopted in its name became 
the touchstone forjudging the legitimacy of political action by persons 
and groups. Mrs. Gandhi, dramatizing the ideological dimensions of the 
conflict, lent her personal authority to the principle that Congress would 
no longer accommodate all shades of opinion. On the contrary, she as- 
serted, “our doors will be shut to those who arc working against our 
policies, our way of thinking and our ideology. We have to close our 
door to such forces.’"^® Jagjivan Ram, Subramaniam’s successor as 
Congress president in December 1969, welcomed a “polarization of 
political forces,” and went on officially to “invite all progressive forces 
believing in our ideology to join the organization."® After 1969, large 
numbers of former members of the CPI did respond to this invitation by 
seeking membership in local units of the Congress party. The split, and 
its aftermath, opened the way for the socialists and communists who left 
the Congress in the 1930s and 1940s to reenter the party. It reestablished 
the left as an important political faction inside the successor Congress 
(R). 


Congressmen for support on the eve of the December 1969 plenary session at Bombay. See 
Zaidi, The Great Upheaval, p. 298. 

See text of the Resolution on Political and Economic Situation adopted at the Patna 
AICC Meeting, October 13-14, 1970, published in All-India Congress Committee. Con- 
gress Marches Ahead — III, p. 147. 

See “PM Mrs. Indira Gandhi's Speech at the Requisitioned Meeting of the A.I.C.C. 
(Extract),” in Zaidi, The Great Upheaval, p. 278. 

’’^Jagjivan Ram extended the invitation during his presidential address to the plenary 
session at Bombay, December 28, 1969. Ibid., pp. 331-32. 



ELEVEN 


Reprise: Class Accommodation 
or Class Struggle? 


There is little evidence to suggest that the national leadership initially in- 
tended to go beyond the use of Marxist rhetoric of class struggle to dis- 
credit the opposition and justify the party conflict as a fight between the 
“progressive forces” and the “forces of right reaction.” They did, how- 
ever, endorse one major departure from the previous approach to demo- 
cratic methods of social change. Senior leaders accepted the arguments 
advanced by sociahsts inside Congress since 1962 that the tactical separa- 
tion between an accommodative party ideology and organization aimed 
at conciliating the propertied classes on the one hand, and economic 
plans and institutions designed to accomphsh social reform on the other, 
could not be maintained. The gains of political unity and stabihty earlier 
ascribed to the approach had been purchased at the price of effective im- 
plementation of economic reforms. The continued failure to carry out 
these programs could only encourage the “extremisms of the left and the 
right” that had already undermined the previous achievements of politi- 
cal consensus, stability, and order. At the same time, the endorsement of 
even more radical poHcies without any ability to implement them risked 
further damage not only to the credibility of the Congress party, but to 
the entire democratic pohtical system. The primar)^ need, according to 
this reasoning, was not for more and more radical pronouncements, but 
for party organization that could reach down into the villages and among 
the depressed classes, to involve the peasantry in the implementation of 
Congress programs. 

Despite the intention of the national leadership to relate promises of 
economic reform to the party’s capacity for implementation, pressures 
exerted by short-run calculations of maintaining pohtical power worked 
in the opposite direction. The prime minister, in particular, was caught 
up in a complex set of compulsions. She had, on the one hand, to main- 
tain her personal credibility as a committed sociahst against charges of 
political opportunism advanced by the Congress (O) and other conserva- 
tive parties. She had, on the other, to neutralize her most potent rivals on 
the extreme left, the CPI (Marxists) and the NaxaHtes. Even while con- 
taining her opponents on the right and left, she still had to construct an 
independent base of popular support to establish her paramount position 
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inside the Congress party. On all counts, Mrs. Gandhi was pushed into 
the continuing use of populist appeals that promised radical social 
changes without the revolutionary costs of large-scale violence. 

The political expediency of following such an approach could, of 
course, be rationalized. Once established as the preeminent national 
leader, the prime minister might find it possible to impose the changes in 
party organization that were necessary to make Congress an effective in- 
strument of social change. The risks of taking such a road, however, 
were so great as to be virtually overwhelming. There was the pitfall, 
fully appreciated by the national leadership since the early days of the in- 
dependence movement, that inflation of radical rhetoric would increase 
demands on the political system for economic reforms at a rate far ex- 
ceeding the ability of the leadership to establish effective organizational 
channels for implementing these claims within the democratic frame- 
work. Another danger was perhaps not as well understood. It derived 
from the deliberate strategy pursued by the Forum to organize support 
from inside the Congress party, in the name of the socialist ideology en- 
dorsed by the prime minister, for adoption of radical policies that could 
not be carried out within the constitutional framework; and then to use 
these commitments to challenge the credibility of both the national lead- 
ership and the democratic political system. 

The prime minister gave little impression of resolving this contradic- 
tion between the long-term risks and short-run benefits to be expected 
from continuing to pursue political power through populist appeals. In- 
stead, she followed an ad hoc approach that aimed at solving the im- 
mediate problem of establishing her preeminent personal position as 
leader of the “progressive forces.” 

The approach was a gamble that also suited the aspirations of the 
Forum and the CPI. It cemented the alliance struck on the eve of the 
Congress split between the prime minister and the CFSA, and opened 
the way for their entry into key policy-making positions inside the party 
and the government. The CPI also anticipated tangible benefits from an 
alignment with the prime minister and her party. At the least, an alliance 
with the “progressive” section of Congress held out the prospect of 
neutralizing the CPI (Marxists), their own main rival on the left, in the 
regional strongholds of Kerala and West Bengal. At best, it promised 
success for the CPI’s strategy of coming to power at the Center as a mem- 
ber of a Congress-led coalition. The main counterpoint of the political 
struggle in the years immediately following the split was provided by 
these attempts of Mrs. Gandhi to make use of the support of radical 
socialists (including the CPI) in containing the Marxists, while establish- 
ing her own independent power as popular leader of the progressive 
forces; and of the left, to exploit the leverage they acquired inside the 
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party as Mrs. Gandhi’s most faithful allies for radicahzing Congress 
policies against which the prime minister’s performance would ulti- 
mately be measured. 

Differences between the national leadership and the socialists inside 
Congress on the endorsement of radical policy goals and methods sur- 
faced immediately after the split. Economic resolutions adopted by the 
Working Committee did no more than reiterate the piecemeal reforms of 
the 1967 Ten-Point Program. By contrast, resolutions ^ assed by the 
Central Steering Committee and all-India conventions of CFSA ad- 
vanced measures and programs that added up to a revolutionary change 
in the foundations of India’s economic and political life since Independ- 
ence. 

The two key policy issues that revealed major differences in approach 
were those relating to nationahzation of private business enterprises, and 
the future of constitutional provisions establishing the right to property 
as a fundamental right coequal with political freedoms. 

During 1969/70, the Forum launched a strenuous attack on the private 
sector to challenge the legitimate role of the larger business houses in In- 
dia’s economic development. They urged an extensive program of na- 
tionalization to generate the vast investment funds required to mount 
larger public-sector plans. Among the business enterprises and activities 
targeted for immediate government takeover were foreign trade, general 
insurance, tea, coffee and rubber plantations, jute mills, cotton textiles, 
mines and chemicals, and other “core sectors of the economy crucial for 
earning foreign exchange.” They proposed, in addition, that govern- 
ment undertake a “selective” nationalization of nonessential industries to 
capture the “lucrative heights” in cases where large profits would subse- 
quently become available to the state. Other appropriate areas for state 
intervention were identified as consumer goods industries and the distri- 
bution system. The remaining parts of the economy were earmarked for 
incremental nationalization. This was to be accomplished through three 
related techniques: government participation in the management of 
private-sector enterprises in proportion to its holdings of share capital; 
the conversion of loans or debentures advanced to the corporate sector 
by the government or public financial institutions into equity; and pur- 
suit of a “judicious policy” aimed at raising state holdings in the enter- 
prise “so as to reach the commanding position, thus gradually bringing 
the private enterprise of today under public control.”^ 

Government policy during the same period, while “radical” when 
judged against the liberal economic measures inherited from the Shastri 
years, fell far short of the Forum’s program. Starting toward the end of 

* Congress Forum for Socialist Action, Two Years of CFSA, Decisions and Resolutions, 
pp. 27-31. 
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1969, and continuing through the next year, several new measures were 
adopted to prevent further concentration of economic power in the 
hands of the larger industrial houses. Legislation was passed, with effea 
from April 1970, to abolish the managing agency system. New govern- 
ment orders issued by the Company Law Department also prohibited 
individuals from holding the managing directorship of more than one 
company; made future appointment of paid directors subject to approval 
by the Company Law Board; and reduced the maximum salaries, allow- 
ances, and other perquisites that could be paid to company directors and 
managers. 

The most far-reaching changes arose from government’s cflorts to im- 
plement selected recommendations of the 1969 report of the Industrial 
Licensing Policy Inquiry Committee. The new licensing policy, an- 
nounced in February 1970,^ entirely reversed the trend toward decontrol 
started in the niid-1960s and endorsed by the Planning Commission in 
the Draft Outline of the Fourth Plan. All previous exemptions (of forty- 
one industries) from licensing requirements were withdrawn, so that 
applications from the larger business houses for new undertakings or 
substantial expansion might be specially screened. The govemment pro- 
posed to apply specific restrictions on companies belonging to the 
“larger industrial houses,”^ “dominant undertakings, and to foreign 
firms and their subsidiaries. Undertakings belonging to any of these 
groups were normally to be confined in their new investments to partici- 
pation in the “heavy investment sector.” This included the list of “core” 
industries drawn up by the Planning Commission to identify "basic, 
critical and strategic industries” for which detailed industrial plans were 
still prepared, as well as new investment proposals involving outlays of 
Rs. 5 crores or more. The government, in addition, accepted the concept 
of the joint sector “in principle” for application to the heavy investment 
sector. Public financial institutions providing “substantial” assistance for 

- The government’s new industrial licensing policy was distributed as a press note, "In- 
dustrial Licensing Policy, Government’s Decisions," dated February 18, 1970, in the form 
of background for the press, mimeographed. The basic features of the licensing policy arc 
summarized in Planning Commission, /viir/h Five Year Plan, 1969-74 ()ulv 1970), pp. 307- 
309. 

^ The Industrial Licensing Policy Inquiry Committee defined “large industrial bouse" to 
include “those business concerns over which a common authority holds sway," and which 
in 1964 owned assets in the aggregate of more than Rs. 5 crores: large independent com- 
panies with assets above Rs. 5 crores; and forcign-owned and controlled companies, includ- 
ing Indian subsidiaries and branches of foreign companies. The criteria used to determine 
the composition of a Large Industrial House and a list of the seventy-three Large Industrial 
Houses identified by the committee arc presented in Department of Industrial Develop- 
ment, Report of the Industrial Licensing Policy Inquiry Committee (Main Report), pp. 1 1-20. 

A “dominant undertaking" as defined in the .Monopolies and Restrictive Trade Prac- 
tices Act, 1969 is an undertaking which by itself or along with interconnected undertakings 
produces, supplies, distributes, or otherwise controls at least one-third of the total goods 
and services of any description produced, supplied, distributed, or rendered in India. The 
.Monopolies and Restrictive Trade Practices Act, 1969 (Allahabad. 1973), p. I . 
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major projects were direaed to insert conversion clauses into loan 
agreements, allowing them to exercise an option of converting loans and 
debentures either wholly or partly into equity within a specified period 
of time. Starting in August 1970, the government also decided to take 
over voting rights of shares pledged to pubhc financial institutions for 
the purpose of securing loans, and to appoint representatives to the 
boards of directors of such companies. 

There were other regulations. AH undertakings with total assets of Rs. 
20 crores or more had to register with the newly established Ministry of 
Company Affairs, and in making applications for expansion satisfy the 
requirements of the new Monopolies and Restrictive Trade Praaices Act 
that “the proposed expansion or the scheme of finance with regard to 
such expansion is not likely to lead to the concentration of economic 
power to the common detriment or is not likely to be prejudicial to the 
public interest in any other manner.”^ The act, which was expected to 
affect the future appHcations of about 1,200 companies,^ set up a 
Monopolies and Restrictive Trade Practices Commission appointed by 
the central government to advise the Ministry' of Industrial Develop- 
ment on questionable applications. 

The new bureaucratic apparatus for the control of the private sector 
was, in faa, formidable. AppHcations for licenses by larger industrial 
houses and foreign firms had to pass through multiple checkpoints on a 
long journey toward clearance. An interministerial licensing committee, 
with members of all concerned ministries, including industrial develop- 
ment, company affairs, finance, and the Planning Commission had to be 
satisfied before any appHcation could be forwarded to the Ministry of In- 
dustrial Development for final approval. Those applications that were 
considered problematical, moreover, could be referred for advice to the 
Monopolies Commission and/or to the Economic Affairs Committee of 
the Cabinet, a procedure that in the last analysis required the larger busi- 
ness houses to get personal approval of the prime minister and her closest 
advisers for new ventures. 

Yet the intent of the new licensing poHcies, for all their compHcated 
regulations and procedures, was still ambiguous. Leading members of 
the business community were predictably opposed to the measures as a 
major reversal of the gains made since 1966. Some saw in them the enter- 
ing wedge in the progressive government takeover of ownership and 
control of private-sector companies. Congress radicals, by contrast, 
were suspicious that the government was not serious in seeking funda- 
mental reform. The measures did not direttly advance their aims of na- 
tionalization. At best, the new industrial Hcensing poHcy made it possible 
to convert future loans to private enterprise into equity. Meanwhile, it 
^ Ibid., p. 10. ® 77ie Statesman, August 14, 1970. 
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appeared to endorse a premise that was antithetical to nationalization, 
namely that only the larger business houses had sufficient resources to 
invest in major projects. Indeed, the scheme did not impose an outright 
ban on investments by the big houses in any area of the economy (save 
those industries already reserved for the public sector). On the contrary, 
it seemed to encourage economic concentration by directing larger firms 
to invest in massive projects involving outlays of Rs. 5 crores or more. 

This latter interpretation was buttressed after publication of the final 
version of the Fourth Plan in July 1970. Public-sector outlay — even tak- 
ing into account the improved prospect for mobilizing additional savings 
after bank nationalization — showed only a modest increase from Rs. 
14,398 crores provided in the March 1969 Draft Outline to Rs. 15,902 
crores in the final Fourth Plan. The total amount was roughly the same as 
originally projected in the 1966 Fourth Plan Draft Outline, without any 
adjustment for inflation. Public outlay in organized industry and mining 
was similarly increased by a small amount, from about Rs. 2,800 crores 
to Rs. 3,048 crores. The major proportion of this outlay, as before, was 
earmarked for projects already under implementation, with scope for 
new schemes only in a few high-priority fields. The estimate of invest- 
ment outlay in the private sector of Rs. 2,250 crores — a moderate reduc- 
tion from the 1969 target of Rs. 2,400 crores — still represented a “consid- 
erable step-up over current levels” and about twice the Third Plan pri- 
vate investment program.’ The revised figures, in fact, did little more 
than accomplish the public relations goal of demonstrating an apparent 
gain in the public sector’s share of new industrial investment now ac- 
counting for about sixty percent, “which is broadly in line with the pro- 
portion of investment between the public sector and the private sector 
envisaged in the Third Plan.”® 

A more striking difference between the Congress leadership and the 
CFSA surfaced in respect to the key issue of constitutional change raised 
by obstacles to economic and social reform in existing provisions that 
protected the right to property as a fundamental right. The original pro- 
visions required government to pay compensation for all property taken 
possession of or acquired in the public interest, and allowed individuals 
to challenge compensation awards in the courts as inadequate or in viola- 
tion of the right to equal protection under the law. 

During the 1950s, such comprehensive guarantees were modified by 
constitutional amendments enacted primarily to protect the zamindari 
abolition and land ceiling laws. The First Amendment (1951) specifically 
removed existing zamindari abolition laws from the protection of the 

’’ Planning Commission, /-oiirt/i Five Year Plan, 1969-7-I fluly 1970), p. .316. 

314. 
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fundamental rights section of the constitution. The Fourth Amendment 
(1954) was more far-reaching. It qualified an individual’s right to com- 
pensation in cases of compulsory acquisition of private property by pro- 
viding that “no such law shall be called into question in any court on the 
ground that the compensation provided by that law is not adequate.” 
Nevertheless, after Nehru’s death, conservative elements inside the 
Congress party succeeded in reversing the earlier trend. The Seventeenth 
Amendment (1964) was specifically aimed at impeding the implementa- 
tion of a substantial land redistribution program. Although it allowed 
existing land ceiling laws to stand, it provided that in all future land re- 
form acts, cultivating owners of land would be entitled to compensation 
for loss of land or any rights therein on the basis of full market value. 
Then, in 1967, the Supreme Court by a narrow majority of six to five 
delivered a stunning ruling in the Golak Nath case,^ which reversed the 
entire direction of constitutional development since 1950. The court as- 
serted, in effect, that fundamental rights were part of the basic structure 
of the constitution, and could not be amended under the ordinary amen- 
datory process provided in Article 368.^° According to the majority 
opinion, fundamental rights could be abridged or taken away only by 
convocation of another Constituent Assembly. Invoking the doctrine of 
“prospective overruling,” the court allowed the earlier amendments to 
the property right to stand, but ruled that in the future parliament would 
have no power to amend, abridge, or take away any fundamental rights. 

The dilemma created by the Supreme Court’s judgment in the Golak 
Nath case was an acute one. The reinstatement of virtually an absolute 
right to property proved a major bottleneck in the government’s ability 
to carry out even piecemeal economic and social reforms to which it had 
already committed much of its prestige. On Februa ry 10, 19 2(L the Su- 
preme Court, acting on writ petitions challenging the validity of bank 
nationahzation, ruled (this time by an overwhelming majority of ten to 
one) that the Banking Companies (Acquisition and Transfer of Under- 
takings) Act of 1969 was in violation of fundamental rights under the 
constitution. The court’s judgment^’ asserted that shareholders in the na- 
tionalized banks had been deprived of guarantees under Article 14 for 
equahty before the law and equal protection of the law by “hostile dis- 
crimination” against the fourteen named banks prohibited from carry'ing 

® The Supreme Court’s judgment on the Golak Nath case is published in P. L. Lakhan- 
pal, ed.. Two Historic Judgments, Part i, pp. 13-150. 

The amendment procedure provided in Article 368 of the constitution required intro- 
duction of a bill for the purpose of constitutional amendment in either house of parliament 
and passage in each house of the bill by majority of the total membership of that house and 
by a majority of not less than uvo-thirds of those present and voting. Once the bill was 
passed it was presented to the president for his assent, and after his signature the consntu- 
tion stood amended. 

** See Lakhanpal, Two Historic Judgments, Part n, pp. 33-112. 
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out banking business in the absence of any explanation of their special 
selection. Further, and more far-reaching in its implications, the court 
asserted that guarantees under Article 31(2) for payment of compensa- 
tion had been impaired on two grounds: (a) the principles provided by 
the act to determine the amount of compensation awarded to share- 
holders were not “appropriate to the determination of compensation for 
the particular class of property sought to be acquired”;’- and (b) al- 
though any one of a number of principles might actually be relevant, the 
overriding criteria was that the principle selected must satisfy the “basic 
guarantee” of the constitution for compensation as “an equivalent in 
money of the property compulsorily acquired.”’^ Otherwise, the expro- 
priated owner could challenge the award in the courts. 

Although the government was able to meet the Supreme Court’s par- 
ticular objections to the existing legislation by drafting a new ordinance 
and Bank Nationalization Bill (passed during the March 1970 Budget 
Session of the Lok Sabha), the ruling represented a major obstacle to fur- 
ther nationalization. It reopened the entire question of an individual's 
right to “adequate” compensation, declared nonjusticiablc by the Fourth 
Amendment, and imposed prohibitive financial obligations on the state 
in future plans for acquiring large properties and enterprises. 

The government experienced an even greater setback as the result of 
Supreme Court rulings under fundamental rights provisions in its efforts 
to abolish the privy purses and privileges of the ex-princely rulers. Legis- 
lation to terminate the privy purses and privileges of the former rulers of 
the Indian States was voted in the Lok Sabha on September 2, 1970, win- 
ning the requisite two-thirds majority of members voting and present for 
a constitutional amendment. Three days later, on September 5, the bill 
was defeated in the Rajya Sabha (the upper house), when it failed by 
one-third of one vote to win a two-thirds majority. The defeat, in itself, 
was a serious blow to the government’s already shaky position. The 
Cabinet, meeting the same evening in emergency session, resorted to an 
uprecedented use of executive power “as the only possible way out for 
us”’"* in avoiding the demoralization of the ruling party and the govern- 
ment. They approved a recommendation to the president of India advis- 
ing him to issue an order “derecognizing” the princes with immediate 
effect. The government asserted that it was competent to abolish the 
privy purses and privileges of the ex-rulers without constitutional 
amendment on several counts: the rights of e.x-rulers to receive privy 
purses and privileges were derived from political agreements or “cove- 
nants” entered into by each ruler of an Indian State and the Government 
of India at the time of Independence; these rights were nonjusticiablc in- 

Ibid., p. 98. *N6ii/..p. 108. 

This account of the Cabinet's decision was related by Y. B. Chavan. then finance 
minister, to his biographer. See Kunhi Krishnan, Chavan and the Tranhied Decade . p. 271. 
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asmuch as Article 363(1) of the constitution specifically removed disputes 
arising from such covenants from the jurisdiction of the Supreme Court; 
and the president as “a matter of State poHcy” was competent to pass a 
derecognition order under the provisions of Article 366(22) of the con- 
stitution, which specified that the successor of the ruler who signed such 
a covenant was only that person “who for the time being is recognized 
by the President as the Ruler of the State.”^^ 

The outcome was predictable. The Supreme Court, on December 15, 
^^J-PfOTTiiling on petitions brought by the princes, declared the presidential 
order withdrawing recognition of the princes unconstitutional and in- 
vahd. According to the majority, “an order merely derecognizing a ruler 
without providing for continuation of rulership which is an integral part 
of the Constitutional scheme is plainly illegal. The court, in addition, 
ruled that the princes derived their rights to privy purses and other privi- 
leges not from the original covenants of accession barred from judicial 
review, but under separate provisions (in Articles 291 and 362),^’ which 
independently accepted the obhgations of government to pay priv^" 
purses and recognize other personal rights and dignities guaranteed 
under separate legislation. The court did not stop there. It ruled that the 
princes’ right to privy purses must be construed as a right to “property” 
within the meaning of the constitution, and was fuUy protected by the 
articles on fundamental rights. 

The verdia appeared to make inevitable some form of confrontation 
between the Supreme Court and the parHament over legislative powers 
to amend fundamental rights as the condition for even moderate social 
reforms. The prime minister, in reacting to the ruhng, hmited her state- 
ment to general assurances that government would abide by the judg- 
ment, but seek to abohsh privy purses by “appropriate constitutional 
means. The Congress party as a whole maintained a studied vague- 
ness in endorsing the need for such “constitutional remedies and 

The government’s case was argued before the Supreme Court in response to chal- 
lenges by the princes, and is summarized in press reports of the proceedings. See The 
Statesman, December 16, 1970. 

•6 Ibid. 

According to Article 291, “Where under any covenant or agreement entered into by 
the Ruler of any Indian State before the commencement of this Constitution, the payment 
of any sums, free of tax, has been guaranteed or assured by the Government of the Domin- 
ion of India to any Ruler of such State as privy purse — (a) such sums shall be charged on, 
and paid out of, the Consolidated Fund of India; and (b) the sums so paid to any Ruler shall 
be exempt from all taxes on income.” Article 362 further provides, “In the exercise of the 
power of Parliament or of the Legislature of a State to make laws or in the exercise of the 
e.xecutive power of the Union or of a State, due regard shall be had to the guarantee of 
assurance given under any such covenant or agreement as is referred to in Article 291 with 
respect to personal rights, priUleges and dignities of the Ruler of an Indian State.” See 
V. N. Shukla, The Constitution of India, 4th edition (Delhi, 1963), pp. 412, 492. 

The Statesman, December 16, 1970. 
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amendments as are necessary to overcome the impediments in the path of 
social justice.”^® The CFSA, by contrast, responded to the court’s deci- 
sion with the demand for comprehensive constitutional revisions to 
amend the amending process of the constitution and take away the right 
to property as a fundamental right. They insisted that a new Constituent 
Assembly must be convened for the purpose of “drastically” revising the 
existing constitution, so that “a second Republic, a Democratic Socialist 
Republic of India, a Republic with live, vital, responsible democratic in- 
stitutions be set up.” They urged government to call a new elcaion to 
seek a mandate for “bringing about fundamental social changes,” includ- 
ing the convening of a Constituent Assembly. They further endorsed, 
albeit indirectly, the formation of a National Democratic Front on the 
ground that “the challenge of consolidated right reaction cannot be met 
by Congress alone.” The Forum argued; “The Congress must invite and 
join hands with all other progressive, democratic, socialist parties and 
forces in order to unleash a mighty movement of the people which alone 
can foil the conspiracies of right reaaion. The members of the CFSA 
must take necessary initiative in the direction of consolidating all the 
democratic socialist forces against the right reaction.”^® 

The members of the Forum who pressed their recommendations for 
comprehensive constitutional changes on the national leadership were 
met with restatements of the Congress party’s commitment to democ- 
racy. In reply to party radicals who urged, among other measures, re- 
strictions on communal political parties and government curbs on the 
press to remove important obstacles to more rapid economic reform, 
Mrs. Gandhi rejected any shortcuts that bypassed democratic processes. 
She asserted: 

We cannot proceed very much for the time perhaps and go faster 
than we are going; but we cannot go very much faster witliout 
changing the whole system. And it is up to us to weigh whether the 
price of changing the system will not ultimately come to the same 
cost, the same as slightly slower progress along the path of democ- 
racy. 

I believe there is no short-cut. The only sure real short-cut is more 
efficient functioning, a clear cut path, a clear cut ideology, a pro- 
gramme and more speedy and effective functioning to implement it. 
That is the only short-cut. But there is no short-cut of bypassing 
democracy. And what is especially sad and dangerous is that we. 
many of us, use the word democracy in order to try and defeat de- 

Indian National Congress, Election Manifesto 197211971 (New Delhi, 1972). pp. 5-ti. 

Two Years of CFSA, Decisions & Resolutions , p. 33. 
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mocracy, to weaken democracy. And here again, it is on both sides, 
it is in the name of economic betterment and many other names. 

... It is not just one or two parties that can be considered op- 
posed to democracy. Anybody who beheves that any one section of 
the people does not have the right that other people have, they are 
undemocratic. It does not matter by what name they go. I am not 
against one party or another. I am against certain attitude of mind, 
certain methods of functioning. If the communists use them, I am 
against them, if the Congress uses them, I am afraid I am against 
those Congressmen also.^^ 

Jagjivan Ram, then Congress party president, also insisted that the 
lesson of past failures to carry out socialist poHcies was not, as the radi- 
cals suggested, to restrict democracy, but on the contrary to expand it. 
He urged that “the Scheduled Castes, Scheduled Tribes, other backward 
classes and aU the minorities should be drawn in larger numbers into the 
Congress and involved directly in its activities. A sense of participation 
in the decision-making bodies at all levels should be ensured to them.”^^ 
Expanded participation, moreover, had to be accompanied by “culturali- 
zation.”^^ It was not enough to pohticize larger and larger numbers of 
people when the end result was to strengthen the desire of each segment 
to maintain or secure new benefits for its own narrow group in the access 
to political power. Instead, participation had to be organized around 
common economic and social interests, crosscutting traditional caste 
lines. The first prerequisite was for Congressmen themselves to have a 
clear ideology and program and a genuine commitment to the party’s 
principles of democracy, sociahsm, and secularism. The party organiza- 
tion itself had to be reshaped to carry out the new goals. 

Plans to “reorganize and revitalize” the party were drafted as early as 
January 1970. The Congress Working Committee, endorsing the goal of 
making the organization a “suitable instrument for social transforma- 
tion,” announced a number of steps aimed at “building cadres at all levels 
of the Organization. They included directives for the reorganization 
of the AICC office into advisory committees and cells to look after the 
special problems of minorities, scheduled castes, backward classes, and 
labor; to publish official weeklies in Hindi and English, and literature on 
Congress ideology and programs. In addition, a new AICC Committee 
for Cadre Building and Training Program was created with the mandate 
to draft detailed plans for the organization of seminars, meetings, and 
camps at which district and state party workers would be trained to ex- 

AICC, From Delhi to Patna, pp. 148-49. 

AICC, From Bombay to Delhi, p. 199. 

“ Ibid., p. 198. Ibid., pp. 9-13. 
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plain party programs as part of a movement of mass contact in villages 
throughout the country. The Pradesh Congress Committees were simi- 
larly directed to follow the new organizational pattern in reconstructing 
state and district level party units. The Working Committee also author- 
ized the appointment of central advisory committees for organization or 
reactivation of a number of mass fronts including, most urgently, the 
Youth Congress. 

Such plans for party building could only be carried out over a long 
period of time. They contrasted sharply with the continuing disarray of 
state and district units. During the period immediately after the split, the 
Working Committee had to improvise — extending the term of office of 
all Congress committees and office bearers by one year, authorizing 
PCCs to fill “vacancies” from among their own members, and instruct- 
ing the Congress president to appoint ad hoc Pradesh Congress Commit- 
tees wherever necessary. Subramaniam, then interim president, did try 
to select state conveners, that is, de facto presidents of the ad hoc Pradesh 
Congress Committees, who were “personally known as sympathetic to 
Congress policies.” Even so, he was guided by the “consensus” of the 
state leadership in appointing the full executive committee. In practice, 
moreover, the membership of the ad hoc committees were drawn exclu- 
sively from among PCC members who had attended the requisition 
AICC or the plenary Bombay session in 1969. Such Congressmen were 
by definition accepted as “committed” party workers dedicated to pro- 
gressive policies. Six months later, Jagjivan Ram had to report to the 
AICC that in several states “it has not been possible yet to constitute 
Congress Committees at various levels.” The new party machinery, 
moreover, was functioning in the old way. According to Ram, “in cer- 
tain areas, in some places, efforts are being made to see that Congress 
Committees are so constituted that some persons and some leaders keep 
their control over them. Elements which may be more useful, more 
dynamic, more energetic, but which are not likely to be under the thumb 
of a set of persons are not readily admitted to the Congress.”^® 

Indeed, the drive for enrollment of new members started in the early 
months of 1970, although ostensibly following central directives to focus 
on agricultural laborers, scheduled castes, scheduled tribes, students, 
youth, minorities, and women, did little to solve the longstanding prob- 
lem of bogus membership. Pending revision of the Congress constitu- 
tion, there was still a premium on enrolling fictitious persons with the 
object of voting large blocs of names in election to local committees, 
which in turn selected the more powerful District and Pradesh Congress 
Committees. Even then, the local party organizations were so disrupted 

Interview, C. Subramaniam, New Delhi, August 20, 1973. 

AICC, From Delhi to Patna, pp. 84-90. 
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that as late as mid-December 1970, “a number of P.C.C.’s has not even 
sent membership figures,” fees, or deUmitations of delegate constituen- 
cies to the AICC office. As a result, the Working Committee felt com- 
pelled to postpone for “an indefinite period” the organizational elections 
scheduled at the end of December, and to cancel the plenary session of 
Congress in 1971.^’ 

Constitutional constraints and the limitations of weak party organiza- 
tion meant that radical economic reforms could not be implemented. Yet 
the upsurge of mass enthusiasm for Mrs. Gandhi’s leadership rested pre- 
cisely on evocation of hopes by slogans of sociaUst rhetoric for redis- 
tributive policies extending to basic structural change. Despite the reluc- 
tance to make promises of radical reform that could raise expectations 
beyond the capacity of the Congress party and government to satisfy, the 
immediate problem of maintaining political credibility placed an even 
greater premium on the use of ideological appeals. Over the short term, 
such tactics helped to solve Mrs. Gandhi’s most pressing problems. 
These included the need to maintain her personal image of commitment 
to socialism; attribute slow progress to opposition by vested interests 
grouped in the Congress (O) and other reactionary parties, and make 
credible her promises to carry out radical changes through peaceful and 
parliamentary means once the vested interests were defeated. 

The prime minister’s need to establish her socialist commitment found 
expression in a closer association with the Forum group inside the Con- 
gress party. Within the Forum, moreover, Mrs. Gandhi tended to gravi- 
tate toward the ex-communist faction, partly in response to their own 
posture of absolute support for her leadership. Less interested in the im- 
mediate implementation of sociaUst economic reforms than in securing 
influential political posts inside the government and party, they fully re- 
ciprocated Mrs. Gandhi’s concern that committed Congressmen main- 
tain a posture of complete loyalty to the prime minister. Their policy of 
being “absolutely, fanatically loyal to Mrs. Gandhi”^® was rewarded. 
Noncommunist sociaUsts inside Congress (many of whom did not hesi- 
tate to launch public attacks on the government’s failure to implement 
even the modest Ten-Point Program) were often passed over in favor of 
their ex-communist colleagues in appointments to key Congress com- 
mittees and senior posts inside the government. 

Considerations of political expediency were also an important factor in 

AICC, Congress Marches Ahead — III, pp. 133-34. 

The account of the Forum’s strategy for advancing their influence inside the Congress 
party in the period following the split draws on interviews conducted in 1973, supple- 
mented by published material wherever available. Although I occasionally use direct quota- 
tions as indicated in the text, the individual source has not been named since many of those 
persons interviewed are still active in politics. 
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a closer alignment between the Congress (R) and the CPI. The possibil- 
ity of an electoral understanding between the two parties held out the 
prospect of important political benefits to both sides. The most serious 
challenge to the Congress by an organized opposition group had been 
mounted by the party that was also the most formidable rival of the CPI 
for leadership of the left, the more radical CPI (Marxists). The Marxists 
had handed both parties significant setbacks. Marxist-led anti-Congress 
united front electoral alliances had already displaced Congress as the 
dominant party in two states, Kerala and West Bengal, and brought 
Marxist-dominated united front governments to power. Once in power, 
moreover, the Marxists had not hesitated to neutralize the police and use 
control of key portfolios to increase their own influence at the expense of 
coalition partners, including the CPI. Marxist-led land grab movements 
and industrial strikes in both states paralyzed production and created 
law-and-order problems of serious concern to the central government, 
even while they established the CPI (Marxists) relative to the CPI as the 
dominant leader of the left. 

Yet, for all of this, the effectiveness of the Marxists, both as an elec- 
toral force and after coming to power, depended in large measure on the 
margin of support provided by the CPI. In both Kerala and West Bengal, 
the Marxists were able to put together a parliamentary majority and to 
maintain their narrow margin only with the cooperation of the CPI and 
its allies. If communist support were withdrawn and/or transferred to the 
Congress (R), the challenge of the Marxists might be neutralized. Con- 
gress, as the single largest party in both states, could expect to regain its 
dominant role. At the same time, the CPI could claim a share of power in 
a political coalition that excluded the Marxists from all governmental 
posts and prevented them from using official levers to advance their 
power. 

A test case of the utility of an alignment to both parties occurred dur- 
ing the Kerala mid-term election of June 1970, the first statewide poll to 
be called in the aftermath of the Congress split. The uneasy alliance be- 
tween the CPI(M) and the CPI in the Marxist-dominated united front 
government had broken down months earlier, when the communists 
joined an anti-Marxist grouping inside the ruling coalition in what 
amounted to a vote of no confidence. The successor mini-front gov- 
ernment led by the CPI (with informal support from the Congress [R]) 
operated with a razor-thin majority in constant danger of collapse from 
defection. The decision to seek a new mandate in calling for a mid-term 
election set the stage for talks between the CPI and the Congress aimed at 
establishing an overall electoral adjustment that stopped short of a formal 
alliance. The final agreement provided that Congress would put up can- 
didates in only 56 out of 133 constituencies in the state. The CPI-led 
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mini-front contested 71 constituencies, with the CPI fielding its own 
candidates in 30 contests. 

The arrangement satisfied the objectives of both parties in putting the 
Marxists at an initial disadvantage by having to face a combined Con- 
gress (R) mini-front opposition in most constituencies of the state. The 
Congress (R), meanwhile, protected by electoral adjustments that pre- 
vented splitting of the anti-Marxist vote, was able to concentrate on 
those constituencies where it had a reasonable chance of success, and to 
carry its slogan of “Defeat Marxists” to the rural strongholds of the 
CPI(M). The reduced effort, moreover, permitted the prime minister to 
campaign personally in as many as fifty of the fifty-six constituencies in 
which Congress candidates were contesting, and to experiment with an 
appeal that at once denounced class struggle and promised radical 
change. Attacking the Marxists for their strategy of confrontation be- 
tween the Center and the states, and the poor and the rich social classes, 
Mrs. Gandhi promised to solve Kerala’s problems of poverty and unem- 
ployment through close cooperation between the national and state gov- 
ernment, and by means of programs that would accomphsh “great 
changes” without the revolutionarv costs of “cutting off peoples 

heads. ”29 

The promises once again evoked an unusual outpouring of popular en- 
thusiasm, especially among young people and students long alienated 
from the Congress leadership. In Kerala, the Kerala Students Union 
(KSU) organized in 1957 by Vyalaf Ravi, had previously played an im- 
portant political role in orchestrating student agitations that helped top- 
ple the first united front government. By the early 1960s, the KSU, act- 
ing as the student wing of the Pradesh Youth Congress, had emerged as 
the biggest force in Kerala’s high schools and colleges. Under Ravi’s 
leadership, the Youth Congress did not hesitate to use the same strong- 
arm tactics often employed by rival communist agitators to win over the 
uncommitted and to discourage the opposition. Yet KSU leaders had 
long opposed the leadership of their own Pradesh Congress Committees 
as “rich men using the administration for their own advantage.” Their 
efforts, however, to “join Congress at local levels and to infiltrate and 
capture power and turn the older leadership out” had been unsuccessful. 
Student nominees were easily defeated in local party elections by their 
elders, who used bogus membership lists in voting large numbers of fic- 
titious names to elect their own hand-picked candidates. After the 1969 
split, when many of the older state leaders joined the Congress (O), Ravi 
and his associates finally saw a chance of coming to power inside the 
Congress (R). During the 1970 state election, in return for party tickets. 


AICC, Kerala Mid-Term Election, 19/0 — An Analysis, p. 12. 
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they led the KSU and the Youth Congress in enthusiastic support of 
Mrs. Gandhi. These students, many of whom had their family homes in 
the countryside, operated as the “real election machinery” of the Con- 
gress (R) in the villages.^'’ 

The results of the poll offered powerful support to those inside both 
the Congress (R) and the CPI arguing the potential benefit to their own 
party of pursuing the tactic of a united front. The electoral returns^' pro- 
duced a serious setback to the CPI(M). Although the Marxists managed 
to maintain roughly the same share of the total popular vote in 1970 as in 
1967 — about 23 percent — they won only 28 seats, compared to 52 in the 
previous election. By contrast, even though the Congress vote shrank to 
19 percent in 1970, compared to 35 percent in 1967, the number of seats 
wonljumped to 32 instead of 9 in 1967. Seventeen of the 27 seats gained 
fro^'the opposition, moreover, were at the direct e.xpense of the Marx- 
ists. At the same time, despite official party statements claiming a “spec- 
tacular victory for the Congress party, the fact was that Congress had 
fallen short of the majority needed to form a new government. This 
margin could be provided only by its electoral allies in the CPI-led mini- 
front. The CPI, which won only 9 percent of the popular vote (a full 
percentage point less than its 1967 level) and even fewer seats in 1970 
than in 1967 (16 compared to 19), provided along with its mini-front al- 
lies the assembly majority necessary to deny the Marxists any role in the 
new government. Indeed, when the Congress (R) decided against a for- 
mal coalition with the communists, another CPI-led mini-front gov- 
ernment returned to power. 

In Kerala, each party succeeded in using the other to further its own 
advantage. The CPI, relegated to the role of a junior partner in Marxist- 
dominated political coalitions since the 1964 split in the undivided 
Communist party, was able to exclude the Marxists from power by de- 
nying them the support of other left parties. A small minority, both in 
terms of popular support and seats won, they achieved a strategic posi- 
tion in providing the Congress (R) with the necessary margin to put to- 
gether a majority in the legislative assembly, and actually headed the new 
government. The outcome suggested that the CPI’s favored strategy of 
coming to power at the Center through an alignment with the progres- 
sive section of Congress had much wider scope under the new conditions 
of a truncated ruling party, one that might easily fall short of a majority 
in parliament at the next national election. 

The Congress (R), for its part, found the electoral adjustment with the 

This account of the KSU’s activities in Kerala is based on an interview with Vyalar 
Ravi in New Delhi, August 28, 1973. 

Sec Kerala Mid-Term Election, 1970 — An Analysis , pp. 12-23. 

Ibid., p. 14. 
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CPI in Kerala equally useful. It permitted them to consolidate the anti- 
Marxist vote and win a much larger number of seats from a smaller base 
of electoral support. The Marxists, the largest single party in the state in 
terms of the popular vote, were neutralized in their own regional strong- 
hold. The new government, moreover, although led by the CPI, could 
not function without Congress (R) support. The practical result was that 
Congress restored its dominant role in the poHtics of the state. 

The CPI’s leverage at the Center, however, presented a more difficult 
problem as long as Congress remained at the head of a minority gov- 
ernment. The Center had already deferred to communist opposition in 
allowing its powers of prev^entive detention to lapse throughout the 
country when existing legislation expired on December 31, 1969. The 
concession to the communists was a costly one. It compounded the dif- 
ficulties of containing activities of communist and Naxahte agitators sus- 
pected of organizing the peasantry in land-grab movements and carr^dng 
out acts of political murder and sabotage in the cities. 

The prime minister once again improvised to strengthen her personal 
position. In June 1970, Mrs. Gandhi succeeded in carrying out a far- 
reaching reorganization of the government that concentrated important 
new powers in her hands. As part of a Cabinet reshuffle, she transferred 
60 of the 100 sections of the home ministry (and 7 of the 14 joint sec- 
retaries) to the Cabinet secretariat. The move brought under her personal 
control the major administrative, police, and inteUigence services of the 
national government. The All-India Administrative Service, the Intelli- 
gence Bureau, and the Central Bureau of Investigation were transferred 
from the Ministry of Home Affairs to the Cabinet secretariat. At the 
same time, plans were drawn up to consolidate and expand the intelli- 
gence services under the Research and Analysis Wing (RAW) of the 
prime minister’s secretariat, with an enlarged role in carrying out domes- 
tic political surveillance. The prime minister did not stop there. After 
transferring Y. B. Chavan to Defense, she personally took charge of the 
truncated Ministry of Home Affairs. This move gave her personal con- 
trol of the central police units (including the border security force, the 
central industrial security force, the central reserve police, and the home 
guards), all of which were subsequently greatly strengthened in 
numbers. 

The political stakes for each partner of participation in the new pattern 
of alliances were considerably raised after the announcement on Decem- 
ber 27, 1970, that the Fourth Lok Sabha had been dissolved. Mrs. Gan- 
dhi, explaining her decision to go to the electorate one year earlier than 
the expiration of the normal five-year term, was clearly hoping to regain 

See The Statesman , ]une 26 and 27, 1970. 
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freedom of political maneuver in a decisive mandate from the elector- 
ate.^'* The Forum, as the first group to call for an early election, was 
buoyed by the hope of advancing their strategic position inside the Con- 
gress party and the government. 

The close political association between Mrs. Gandhi and the ex- 
communist faction did, in fact, allow them to make substantial gains. 
The Congress Parliamentary Board, which was authorized to carry out 
the functions of the Central Election Committee for selecting candidates 
and conducting the election campaign, was instructed to seek out 
“committed” candidates. Although all MPs who had attended the Req- 
uisition AICC and/or the plenary session at Bombay in 1969 were still 
accepted as “committed” by definition, other guidelines that emphasized 
the need to select larger numbers of nominees from among youth, 
women, Harijans, Muslims, and other minorities offered some scope for 
discretion. Overall, the Forum was able to win party tickets for about 
eighty candidates that satisfied its own more rigorous standards of 
socialist commitment, and for another thirty or so considered to be sym- 
pathetic. 

The Forum was less successful in persuading the senior leadership to 
head a united front of leftist forces, including the CPI. Mrs. Gandhi and 
Jagjivan Ram did, however, enter into negotiations at the state level for 
regional electoral understandings. Altogether, the Congress set up no 
candidates in seventy-eight constituencies as part of ad hoc electoral al- 
liances that were expected to improve the CPI’s chances of winning addi- 
tional seats in the Lok Sabha. The CPI reciprocated by drawing a clear 
distinction in their election manifesto^® between Mrs. Gandhi and the 
“forces of progress” inside the Congress (R), on the one hand, and the 
“vested interests and their representatives” within the party, on the 
other. This time, moreover, the communists openly attacked the Marx- 
ists for “equat[ing] the Congress (R) and other parties which are today 
fighting the Rightist axis with the parties of the axis.” They expressed 
their own desire of uniting with the progressive faction of the ruling 
party against the forces of right reaction, and defined the goal as a “new 
Lok Sabha which has a [more] firm left and democratic orientation than 
the last one.” 

The CPI’s aim appeared almost within reach. Informed observers gave 
the Congress (R) virtually no chance of regaining its previous position of 
dominance. The grass-roots organization of the party in 1971 was much 
weaker than that of the undivided Congress in 1967, which managed to 

Mrs. Gandhi, in a broadcast on the eve of the dissolution of the Fourth Lok Sabha, 
explained her decision to seek an early election in the desire to get a fresh mandate from the 
people that would restore the party's majority and allow the government to go ahead with 
its proclaimed program. AICC, People's Victory, An Analysis of 1971 Elections, pp. 1-3. 

The election manifesto of the CPI is summarized in The Statesman, February 2. 1971. 
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win little more than 40 percent of the v'Ote and 284 seats in the 520- 
member Lok Sabha, about 55 percent of the total. In addition, the major- 
ity of princes, angered at the government’s assault on privy purses and 
privileges, turned their backs on the Congress (R). Some decided to 
stand as independent candidates in their local strongholds in Orissa, 
Rajasthan, and Madhya Pradesh; others attempted to come to an ad hoc 
electoral understanding on a state-to-state basis with the opposition party 
best placed to defeat the Congress (R), primarily Swatantra in Orissa and 
Rajasthan, and the Jan Sangh in Madhya Pradesh. 

The potential benefit to the Congress (R) of division of votes among 
the conservative parties was also reduced by opposition electoral al- 
liances. The Congress (O), Jan Sangh, Swatantra, and SSP participated 
in a “Grand Alliance” to set up a joint Democratic Front. The electoral 
understanding allowed the four parties to put up agreed candidates in 300 
of the 518 Lok Sabha constituencies. At the same time, the CPI (Marx- 
ists) attempted to break out of its narrow regional bases in West Bengal 
and Kerala. They managed to put up 84 candidates (compared to 59 in 
1967) in several states across the country. As in earlier elections, 
moreover, the Congress still had to contend with regional party groups 
that had important popular followings. On the basis of all of these limita- 
tions, the “rational” estimate of political experts assessing the strength of 
the Congress (R) — even after superimposing Mrs. Gandhi’s countrywide 
appeal as compensation for weaknesses in party organization — did not 
give the party much more than one-third of the popular vote and a bare 
majority of 50 percent of the seats. 

Mrs. Gandhi’s method of confounding such “rational” estimates was 
precisely not to rely on the existing party apparatus in carrying out her 
election campaign. Instead, she concentrated on building up a new or- 
ganizational machinery that pledged its support not to the party but to 
the policies identified with her personal leadership. A beginning was 
made by efforts to revive the largely moribund Youth Congress at aU 
levels of the party organization, and to set up a separate National Stu- 
dents Union to carry out political work in colleges and universities. 

The potential of the Indian Youth Congress as the organizational arm 
of the prime minister was substantial. Except in a few states, Pradesh 

See S. Nihal Singh, “Congress (R) Nearing Its Moment of Truth,” The Statesman^ 
February 26, 1971. According to Singh, “any rational estimate, superimposing Mrs. Gan- 
dhi’s countrj'Avide appeal on the regional. State, local, caste and minority factors and the 
candidates’ calibre, does not give the party more than 240 seats at the outside,” that is, nine- 
teen seats short of a majorirv-. The Indian Institute of Public Opinion in its pre-poll forecast 
was only slighdy more encouraging. It estimated that the Congress (R) would win 36.2 
percent of the valid votes cast, and about 50 percent of the seats. Indian Institute of Public 
Opinion, The Fifth Lok Sabha Elections (New Delhi, 1971), p. 4. 
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Youth Congresses had been dormant since the 1950s. The new units had 
to be constituted as ad hoc committees nominated by the AICC’s newly 
appointed National Youth Advisory Council. The state conveners re- 
cruited to set up the Pradesh units were mainly newcomers to Congress, 
drawn to party work by their allegiance to Mrs. Gandhi as the embodi- 
ment of the renewed socialist commitment. They pledged their direct 
support not to the party but to “Smt. Indira Gandhi and her as- 
sociates.”^’ Under their leadership, the All-India Conference of the 
Youth Congress, convened in January 1970, similarly “gave a call to the 
Youth of the Country to march towards Democratic Socialism under the 
leadership ofjagjivan Babu and Smt. Indira Gandhi.”^® 

The newly organized National Students Union of India provided more 
tangible benefits to Mrs. Gandhi’s campaign. Vyalar Ravi, the Keralan 
student leader who by then had been placed in charge of the AICC’s 
students wing, set out to establish branches of the National Students 
Union at colleges and universities throughout the country. Such efforts 
were most successful in West Bengal, where young radicals opposed to 
the communists had long been active in the universities to develop an 
organizational alternative to the CPI. By the mid-1960s this group, or- 
ganized in the West Bengal Chhatra Parishad (Students Association) suc- 
ceeded in “capturing” the students’ union at Calcutta University. The 
militants, led by Priya Ranjan das Munshi, adopted the same strong-arm 
tactics that Ravi had earlier found useful in Kerala to contest the control 
of communist organizers over student associations. In West Bengal, after 
1969, the Chhatra Parishad and the reconstituted Youth Congress func- 
tioned as separate organizations with different missions. The Pradesh 
Youth Congress Executive, which maintained formal links with the 
Pradesh Congress Committee through the appointment of some com- 
mon members, concentrated on organizational work among youth other 
than students that gave the appearance of conforming to democratic 
norms. The Chhatra Parishad, with more tenuous ties to the Pradesh 
Congress Committee, provided the party (in the person of the prime 
minister) with its own storm troops in the confrontation with the Marx- 
ists and Naxalites. Supplied with weapons and adept at street fighting, 
they did not hesitate to counterattack against Naxalites who had previ- 
ously broken up Congress meetings, and they even made important in- 
roads into the youthful membership of Marxist and Naxalite groups. 
Together, the Youth Congress and the Chhatra Parishad largely com- 
pensated for the defections from the undivided Congress party after the 

AICC, Report of the General Secretaries (December 1969-May 1970) (New Delhi, 1970), 
p. 40. 
w Ibid. 
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split. They became the dominant influence in the reconstituted pam- or- 
ganization at the state and district levels. 

If Mrs. Gandhi largely ignored the regular party machinery- and en- 
couraged the formation of new youth organizations that pledged their 
fuU support to her leadership, these were srill mainly hmited to urban 
areas. During the 1971 campaign, the primary’ substitute for organization 
in the vast rural hinterland stiU had to be the prime minister’s personal 
image. The campaign strategy followed in broad outline the pattern that 
had already proved successful in Kerala. Congress (R) tacticians and their 
supporters concentrated on projecting their greatest asset, the image of 
Mrs. Gandhi as a symbol of change for something better, among the 
“dispossessed and the poorer sections and a proportion of the young.”’° 
Campaign techniques were designed to tap this emotional factor through 
an unprecedented barrage of pubhcit\' materials from the AICC office. 
Milhons of posters and badges imprinted with Mrs. Gandhi’s picture fil- 
tered down firom large urban centers to smaU towns and into the villages. 
The prime minister herself, making extensive use of government planes 
and hehcopters, undertook a “whirlwind tour” across the nation aimed 
at marginal constituencies in key states. Altogether, Airs. Gandhi cam- 
paigned for fort\'-one days, addressing over 250 mammoth public meet- 
ings and hundreds of smaller wayside crowds.'*^ 

The message that the prime minister dehvered strengthened the im- 
pression among the eleaorate that she personally, rather than the Con- 
gress party, represented the renewed commitment to economic and 
social reform. The complex ideological and pohtical conflicts that had 
diffided the Congress parn- were explained in terms of her own struggle 
as a weak and frail woman to improve the fives of the poor in the face of 
plots by powerful parrs* bosses determined to protect the vested interests. 
Mrs. Gandhi turned aside the opposition’s charges against her of unprin- 
cipled methods by pointing out that the “S^mdicate Congress” had 
joined hands with the parties of right reaction for the sole purpose of ful- 
filling what they themselves called their One-Point Program of Indira 
Hatao, that of removing her from office. She personalized the difierence 
between the Grand Alliance and the Congress (R) on complex issues of 
rapid economic reform in a simple slogan that came to define the choices 
confronting the electorate in the campaign: 

Kuch log kehtai hai, Indira hatao 
Mai kehti hu, garibi hatao. 

This account of the relationship between Youth Congress and Chhatra Parishad ac- 
titiries in West Bengal is based on an interview with Priya Ranjan das .Munshi in New 
Delhi, August 19, 1973. 

See Singh. “Congress (R) Nearing Its Moment of Truth.” 

Congress Marches Ahead — III, p. 103. 
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(Some people say, get rid of Indira 
I say, get rid of poverty.) 

The slogan, which implied a program of radical social change, was 
combined with attacks on those who resorted to class struggle methods 
in order to carry out economic reforms. The prime minister explained 
the slow progress of her own government in implementing the party’s 
promises by the minority position of the Congress (R) in parliament and 
the crippling compromises it had to make with the vested interests in 
order to survive. She appealed to the electorate to “strengthen my 
hands” by giving the Congress (R) an absolute majority in parliament. 
Given such a popular mandate, Mrs. Gandhi pledged she would redeem 
her promises of radical change through peaceful means. 

If the 1971 general election was a political gamble by Mrs. Gandhi that 
she could defeat both her opponents in the conservative Grand Alliance 
and her competitors on the communist left through a direct class appeal 
that promised radical economic reform through parliamentary methods, 
then the prime minister handsomely won that gamble. The results of the 
election'*^ confounded both Mrs. Gandhi’s opponents and her sup- 
porters. The “astonishing wins” nationwide that gave the Congress (R) 
350 seats in the 518-member Lok Sabha — a clear two-thirds majority — at 
once decimated the right opposition, turned the tables on the CPI, and 
neutralized the Marxists in their own regional stronghold. 

Overall, the Congress (R) increased its share of the popular vote from 
40.7 percent won by the undivided party in 1967 to 43 percent in 1971 — 
despite the fact that it contested in only 85 percent of the constituencies. ■*“* 
The fact was, as shown in Table 11-1, the Congress (R) inherited virtu- 
ally the whole of the Congress undivided vote. The Congress (O) was 
routed. It managed to win only 10 percent of the popular vote and 16 
seats, losing 47 of the 63 seats it held at the time of the dissolution of the 
Lok Sabha. The same fate overtook other members of the Grand Al- 
liance. Swatantra saw its popular vote decline from over 8 percent in 
1967 to 3 percent in 1971 , winning only 8 seats in the Lok Sabha, a loss of 
27 over its position in December 1970. The Jan Sangh suffered a smaller 
decline in its popular vote from over 9 percent in 1967 to somewhat over 
7 percent in 1971, but it also lost 1 1 of its 33 seats in the Lok Sabha. The 
SSP was virtually destroyed. Its popular vote declined from approxi- 

See Sydney R. Schanberg, “For Mrs. Gandhi, Awesome Responsibilities,” jVeii' York 
Times, March 13, 1971. 

People's Victory, An Analysis of 1971 Elections, pp. 7-19. 

A comparison of the Congress party’s performance in 1967 and 1971 in the 434 con- 
stituencies contested in both elections showed a substantial increase of over 10 percent in 
the popular vote, from an average of approximately 42 percent to 53 percent. Ibid., p. 14. 
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TABLE 11-1 

Comparative Analysis of Seats Won and Votes Polled 
by Various Parties in the 1967 Elections, 

Seats Held at the Time of Dissolution of the Fourth 
Lok Sabha (December 1970), and Seats Won and Votes Polled in 1971 

Elections 


Party 

1967 


Seats held 

1971 


No. of 
seats won 

%of 

I’alid 

votes 

polled 

at time of 
dissolution of 
the Lok Sabha 
(December 1970) 

No. of 
seats won 

%of 

valid 

votes 

polled 

Congress (R) 

283 

40.73 

221 

350 

43.66 

Congress (O) 



63 

16 

10.47 

Jan Sangh 

35 

9.41 

33 

22 

7.39 

Swatantra 

44 

8.68 

35 

8 

3.08 

SSP 

23 

4.92 

17 

3 

2.43 

PSP 

13 

3.06 

15 

2 

1.09 

CPI 

23 

5.19 

24 

23 

4.73 

CPM 

19 

4.21 

19 

25 

5.14 

DMK 

25 

3.90 

24 

23 

3.85 

Others 

20 

6.15 

5* 

32 

11.08 

Independents 

35 

13.75 

51* 

11 

7.08 


Source: People's Victory, An Analysis of 1971 Elections (New Delhi, April 1971), pp. 10, 
17. 

* Figures for these categories in December 1970 are not comparable to those for 1967 and 
1971. Seats listed as belonging to other parties include only those held by the Muslim 
League and RSP. Seats held by other small opposition parties are included as part of the 
number for independents. 

mately 5 percent in 1967 to 2.4 percent in 1971, and it lost 14 of its 17 
seats in the Lok Sabha. 

The defeat of the “forces of Right Reaction” brought little benefit to 
the CPI, however. Against the overwhelming superiority enjoyed by the 
Congress both in terms of popular votes and seats won, the CPI’s 
strength at less than 5 percent of the vote and 23 seats in the Lok Sabha 
(one fewer than in 1970) indicated the absence of any momentum. Not 
only was the CPI’s support unnecessary to the Congress majority, but it 
was superfluous even for the purpose of the two-thirds majority required 
for constitutional amendment. The calculations of the communists that 
they could achieve a strategic political position at the Center through an 
alignment with a weakened Congress (R) proved to be totally misplaced. 
The influence of the CPI, in contradistinction to their earlier expecta- 
tions, subsequently depended upon the willingness of the party to con- 
fine its activities to actions acceptable to the prime minister. 

This lesson was driven home almost immediately after the election. In 
early May, the government, once again resorting to presidential ordi- 
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nance, resumed its powers of preventive detention throughout the coun- 
try. The ordinance, later introduced into the Lok Sabha and passed as the 
Maintenance of Internal Security Act (MISA), empowered the govern- 
ment at the Center and in the states to issue detention orders for a period 
of up to one year against any person to prevent him from acting “in any 
manner prejudicial” to the defense of India, the security of the state, the 
maintenance of public order, or the maintenance of essential supplies and 
public services."*^ The CPI, whose spokesman opposed the legislation 
“lock, stock and barrel” as an attempt to stifle the opposition, found no 
other recourse than to join a general walkout by opposition parties dur- 
ing the debate, in alliance with Jan Sangh and Swatantra."*^ 

Possibly the most disastrous consequences of the Congress (R)’s elec- 
tion sweep were suffered by the CPI(M), even though they were the only 
opposition party at the Center that improved both their percentage of 
votes polled and seats won. The Marxists were neutralized in their own 
regional stronghold of West Bengal, and prevented from converting 
growing popular support into government power. Altogether, the 
Marxists made impressive electoral gains in West Bengal. They won 
about one-third of the popular vote and 1 1 1 seats (compared to 80 at the 
time of dissolution), to emerge as the single largest party in the legislative 
assembly. Along with their allies in the United Left Front, they com- 
manded a total of 123 seats in the 277-member legislative assembly. Yet 
the Congress (R), which lagged slightly behind the Marxists in the 
number of seats won, nevertheless made a dramatic improvement in 
their position from 38 seats at the time of dissolution to 105 seats in the 
1971 election. The gains proved sufitcient for Congress to form a six- 
party coalition government (with the Bangla Congress, Muslim League, 
Gorkha League, PSP, and SSP) that also received support from the CPI. 
Within three months, moreover, the chief minister, Ajoy Mukherjee, cit- 
ing the deterioration of law and order and the influx of refugees from 
East Bengal,'*® advised the governor that President’s Rule should be im- 

Under the MISA legislation, detenus had to be informed about the grounds of their 
detention within fifteen days of arrest. The act also set up three-man advisory review 
boards whose members had the status ofHigh Court judges. The government was required 
to place before the board the grounds on which detention was made within thirty days of 
the order. The board was mandated to submit its report to government within ten weeks of 
the detention order, advising whether there was sulFicient cause to detain. See The Stales- 
man. May 8, 1971. 

The Statesman, June 4, 1971. 

People’s Vietory, An Analysis of 1971 Elections, p. 48. See also The Statesman, March 16. 
1971. 

The refusal of the Government of Pakistan to permit the National Assembly elected in 
December 1970 to meet after Bengali nationalists organized in the Awami League won a 
majority led to a rebellion in East Bengal. Efforts by the Pakistani army, beginning in 
March 1971 , to suppress the guerrilla forces of the separatist movement led to mass killings 
and other atrocities that forced millions of Bengalis to seek refuge across the border of 
India. 
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posed. The proclamation, signed by President Giri on June 29, 1971, was 
followed by appointment of Sidhartha Shankar Ray as Union minister 
without portfolio to exercise the presidential power of “superinten- 
dence, control and direction” over the affairs of West Bengal.'’^ One of 
Ray’s first acts was to request the deployment of the army to assist the 
civil authorities in dealing with law and order in the most disturbed parts 
of the state. By the end of the year, as the number of killings reached into 
the thousands and the number of political prisoners climbed into the tens 
of thousands,^” official spokesmen reported that West Bengal had be- 
come “one of the most peaceful States in India. 

The importance of the Congress party’s overwhelming victory, how- 
ever, went far beyond the unprecedented setbacks suffered by almost aU 
opposition political parties. It represented a landmark event in the politi- 
cal development of post-Independence India. The national leadership of 
the Congress party, and in particular Mrs. Gandhi herself, succeeded on 
a large scale in breaching the strategic position of local factional leaders 
and intermediate elites as the political mobilizers of the poor peasantry. 
In a significant sense, it can be said that large numbers of the peasantry 
directly participated in the national political process for the first time. 

Results in the three state elections, although comphcated by local is- 
sues and regional party groups, reinforced the impression of a departure 
from previous patterns of vertical mobilization at the village and constit- 
uency levels. In Tamil Nadu, where the Congress (R) agreed not to con- 
test any state assembly seats, but supported candidates endorsed by the 
Dravida Munnetra Kazhagam,^^ the DMK was expected to have diffi- 
culty maintaining its majority after local elections to village and town 
panchayats gave the Congress (O) 46 percent of the seats, compared to 
34 percent for the DMK. Notwithstanding the aHgnments at the village 
level, however, the DMK won a “sensational victory” in the state, in- 
creasing its dominant position in the 234-seat legislative assembly from 
138 in 1967 to 184 in 1971. By contrast, the Congress (O) suffered a rout, 

The Statesman, July 4, 1971. 

The army’s combing operations were undertaken on top of large-scale arrests in the 
state during the period of President’s Rule preceding the March 1971 elections, when over 

3.000 people were detained for suspected Naxalite activities. The Statesman , July 9, 1971. 
There are no official figures to establish the actual number of persons subsequently killed or 
arrested during the combined police and army action against the Naxalites. A “low” esti- 
mate, offered by a senior civil servant under Ray’s command, is that 15,000 to 17,000 per- 
sons were rounded up in 1971, of whom approximately 2,000 were killed and the remain- 
der sent to prison. Others have estimated that much larger numbers were detained in prison 
under MISA and other preventive detention laws, and that by 1973, there were 30,000 to 

50.000 political detenus in West Bengal. See “Calcutta Diary,” Economic and Political 
IVeekly, May 19, 1973, p. 889. 

The Statesman , December 12, 1971. 

This arrangement was made in return for an electoral adjustment with the DMK to 
support Congress (R) candidates in 10 of 39 Lok Sabha constituencies. 
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declining to 15 seats from its previous total of 49. Analysis of available 
postelection data concluded that increased support for the DMK came 
from “among the less affluent sections of society — that is to say among 
the predominant majority of the masses” in the rural and semiurban 
areas. 

A similar phenomenon occurred in Orissa. In 1967, old patterns of 
vertical mobilization were sufficiently strong to make Swatantra the 
single largest party in the state legislative assembly. Based on its strength 
in the highlands area, where the party was organized by former princely 
rulers commanding the loyalty of a predominately tribal population, 
Swatantra was able to win 49 out of 140 seats, while the undivided Con- 
gress party, with 31 seats, was relegated to second position. But in the 
1971 elections, the Congress (R) was able to reverse this relationship. Re- 
lying mainly on Mrs. Gandhi’s preelection visits to marginal constituen- 
cies, the Congress (R) won a total of 51 seats, becoming the largest single 
party in the legislative assembly, while Swatantra, with 36 scats, was re- 
duced to second place. The Congress also managed to turn back the chal- 
lenge from the Utkal Congress in Orissa, which based its appeal on re- 
gional interest. 

Even in West Bengal, where all parties resorted to political violence in 
order to influence the outcome, and Congress owed a good part of its 
improved showing to the heavy majorities it polled in Calcutta, critical 
gains came from unprecedented victories in the rural constituencies of 
northern Bengal. The area was one where Congress organization was 
virtually nonexistent, but which had been targeted for Mrs. Gandhi’s 
personal campaign on the eve of the elections, and repetition of her 
promise to eradicate poverty. 

This turning point in the political process was clearly recognized. Ex- 
perts, assessing where their earlier projections had gone wrong, noted 
evidence that previous patterns of clientelist politics had broken down 
not only in urban constituencies, but also in rural areas. They observed 
that “the estimates went wrong because no one anticipated that Mrs. 
Gandhi’s simple message would get across to the bulk of voters and 
compulsively superimpose itself on the caste, local and regional factors. 
Not only did this message get across — obviously by word of mouth 
rather than through recognized channels of communication — but her ap- 
peal also momentarily swept away caste and regional prejudices.”^** 

The Congress Working Committee took official note of “this new 
historic situation” which “brought into the national mainstream vast 
masses of the weaker sections of society who cutting across barriers 

The Statesman, March 13, 1971. 

S. Nihal Singh, “Mrs. Gandhi’s Task of Redeeming Her Promises,” ibiii., March 19, 
1971. 
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of caste, religion and regional loyalties voted for democracy, socialism, 
secularism and non-alignment.”^^ Mrs. Gandhi, commenting on the 
election results, also stressed the popular character of the party’s victory, 
cutting across ail caste, religious, and other cleavages to convert the 
Congress campaign into a “people’s campaign.”^^ 

The results were received with optimism. They were interpreted as a 
direct mandate given to the government for rapid economic changes 
through parliamentary means. Hopes for achieving the multiple aims of 
economic growth and social reform through democratic methods re- 
vived. The Working Committee, meeting immediately after the election 
results became known, cited signs of “this new consciousness of the 
people,” and defined the tasks before the party primarily in terms of or- 
ganizing the weaker sections in order to institutionalize popular partici- 
pation and pressure at the grass roots, in a sanction for the “social trans- 
formation of India.” They authorized the president to set up a committee 
to recommend changes in the party constitution “in order to make the 
party an effective instrument for the fulfillment of the aspirations of the 
people.”^’ 

The dangers inherent in the unprecedented Congress victory were at 
least as great as the opportunities, however. There was for the time being 
no popular organization in place. On the contrary, the most salient fea- 
ture of the new political situation was the supersession of all party or- 
ganization, including that of the victorious Congress (R), as an impor- 
tant source of power. The massive vote for the party was recognized on 
all sides as “Mrs. Gandhi’s fantastic victory.” Her own supporters were 
reported to be stunned and embarrassed by the size of their party’s ma- 
jority, conscious of the fact they had been “swept into the new Lok 
Sabha on [Mrs. Gandhi’s] coattails.”^® Overnight, the prime minister’s 
position appeared transformed. She succeeded at one swoop in making 
her leadership indispensable to the Congress party as the only figure with 
a personal following transcending regional, communal, and caste lines. 
She had become, according to some observers, the most powerful prime 
minister since Independence, excelling even her father. Her paramountcy 
was rooted directly in popular support. It did not need or derive strength 
from the consensus of the state party bosses. 

The personal power of the prime minister was reinforced within the 
year as the result of her leadership role during the third Indo-Pakistan 
War in December 1971.^^ The onset of the crisis virtually coincided with 
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Mrs. Gandhi’s election triumph. On March 25, 1971, the Pakistani army 
began a campaign of repression in East Pakistan designed to quash the 
Bengali secessionist movement led by the Awami League. The na- 
tionalists responded -with a declaration announcing the formation of an 
independent nation of Bangladesh. They organized their own guerrilla 
army, the Mukti Bahini, and prepared for a protracted conflict with the 
regular troops of West Pakistan. As the conflict escalated, the army re- 
pression became so severe that in some areas it bordered on genocide. 
Thousands and then millions of refugees streamed across the border into 
India, where they were provided with food and other minimum facilities 
in temporary camps that eventually drained government resources by 
about S3-S4 million per day. 

Mrs. Gandhi played a key role from the beginning in deciding the 
government’s strategy. At the outset, she resisted the growing clamor 
for war with Pakistan as the only way to force recognition of Bangladesh 
and repatriate the refugees. Instead, she embarked on a highly visible 
world tour to explain India’s growing financial and political difficulties to 
the major powers, and appeal for their intervention to put pressure on 
Pakistan in negotiating a settlement of the Bangladesh conflict. At the 
same time, she approved measures to undermine the Pakistani army in its 
efforts to pacify East Bengal by providing the Mukti Bahini with mili- 
tary training, arms, funds, and a sanctuary across the Indian border. Al- 
though the prime minister’s diplomatic forays elicited little more than 
expressions of sympathy, the delaying tactics provided time for the na- 
tion’s armed forces to prepare for another conflict. When Pakistan 
launched a surprise air attack against India on December 3, the army 
went into action with a plan for the speedy conquest of East Bengal. 
They achieved complete victory in less than two weeks. On December 
16, the Pakistani army surrendered unconditionally to India. Shortly af- 
ter, Bangladesh was established as an independent country. Pakistan lost 
her entire eastern wing and any aspirations to equality with India as a 
military power in the subcontinent. India, under Mrs. Gandhi’s leader- 
ship, had achieved a decisive victory over her foremost enemy that 
neither Nehru nor Shastri had been able to accomplish. The success was 
hailed as another personal triumph for the prime minister. It even sug- 
gested to some of her supporters access to divine sources of energy. As 
Mrs. Gandhi’s biographer, Zareer Masani, observed: 

In a country . . . where mysticism mingles with politics, Indira 
Gandhi appeared as an omnipotent Mother Goddess who had pro- 
tected her people and liberated another from the forces of evil. The 
idea that a woman should lead her country to victory did not appear 
incongruous in a country where Durga, the Goddess of War, is 
widely worshipped. Hindu mythology has it that Durga was created 
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by the gods after their explusion from the heavenly heights by the 
demons. Armed with divine weapons, Durga, according to the 
legend, had fought alone against the demon hordes, vanquishing 
them and restoring the Gods to their rightful place. Many Indians 
saw Indira Gandhi as an incarnation of the same Shakti or female 
energy. 

The analogies used to describe Mrs. Gandhi’s power at the end of 
1971, ranging from the regal (“Empress of India”) to the religious (in- 
carnation of Shakti) were in a sense correct, but not in the meaning of 
absolute power that such phrases normally convey. Like an empress, 
Mrs. Gandhi became the source from which all legitimate authority 
flowed, the indispensable leader of the Congress party as the personal 
symbol of the nation. Like Durga, she wielded enormous power for de- 
stroying her enemies, whether those in the conservative opposition or 
revolutionary communist parties. On her own, however, she had neither 
the ideological conviction nor the organizational capacity for attempting 
the creative tasks of party reform that were necessary to redeem promises 
of socialist change through peaceful means. And after the 1971 elections, 
those best placed inside the party to take maximum advantage of the new 
opportunities for political organization among the vast peasantry were 
members of the Forum, who had other priorities. They were mainly in- 
terested in bypassing the established leadership to build up a cadre di- 
rectly responsive to their own control, and capable of pushing the party 
into more and more radical policy commitments that could only be car- 
ried out at the expense of the existing constitutional framework. 

According to CFSA leaders, between 1969 and 1972 “everything was 
on an ascendent scale in the influence of the Forum.” The most striking 
gains were in states where the organization of the undivided party re- 
mained largely in the hands of the Congress (O). In Mysore, immedi- 
ately after the split, the Congress Forum and the Pradesh Congress 
Committee was “completely the same.” The same was true in Gujerat, 
where the PCC and the Forum were “synonymous,” and Forum units 
spread to aU the northern districts of the state. Similarly, in Bombay, the 
PCC was converted into a Forum body following an influx of radical in- 
tellectuals into the Congress party. Meanwhile, Forum leaders at the 
Center took the initiative in organizational work where defection of local 
leadership of the undivided party left a political vacuum. A strong Forum 
contingent was in this way built up at the state and district levels of the 
Congress party in Uttar Pradesh, Rajasthan, Delhi, Bihar, and Orissa. 
By October 1970, the Forum was able to hold its Fourth AU-India Con- 
vention at Madras, independently of the timing of the annual Congress 
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session, and to attract 1 ,000 delegates. Its newly elected 55-member Cen- 
tral Steering Committee had representatives from all parts of the country 
reflecting the establishment of Forum units in all states and membership 
of “thousands of active Congress workers.”®* 

The Forum’s most important gains, however, were registered at the 
Center in the aftermath of the 1971 general election. CFSA leaders esti- 
mated that sixty to eighty “staunch supporters” had been elected to the 
Lok Sabha. Attendance at postelection meetings of the parliamentary 
unit reached about a hundred MPs.®^ 

Members and associates of the Forum were appointed to senior posts 
both inside the government and the Congress party. Mrs. Gandhi, who 
continued to consolidate her own power (adding the portfolio of Infor- 
mation and Broadcasting to her other responsibilities as minister of home 
affairs, planning, and atomic energy) left the four senior members of the 
Cabinet undisturbed. Jagjivan Ram, Y. B. Chavan, Swaran Singh, and 
Fakhruddin Ali Ahmed retained their respective charges of defense, 
finance, external affairs, and agriculture. At the same time, other minis- 
ters of Cabinet rank were dropped to make way for new nominees. The 
most dramatic rise of a newcomer inside the party was accomplished by 
Mohan Kumaramangalam, named minister of steel and heavy engineer- 
ing. He was joined by Sidhartha Shankar Ray, minister of education, so- 
cial welfare, and culture, a longstanding ally of the Forum in the Con- 
gress party of West Bengal. At the sub-Cabinet level, eight of the 
twenty-two ministers of state were members or permanent invitees of 
the CFSA.®3 

There were other points of direct access. P. N. Haksar, head of the 
prime minister’s secretariat, was in direct operational control of the reor- 
ganized “super-ministry” with its expanded secretariat coordinating ap- 
pointments and policies in all other ministries. D. P. Dhar, like Haksar 
a “committed” Marxist and former ambassador to the Soviet Union, 
served as chairman of the Policy Planning Committee of the Ministry of 
External Affairs. The Forum’s views were also directly represented in the 
highest executive organs of the Congress party. Chandrajit Yadav held 
a key post as member of the Working Committee and general secretary 
of the AICC. Sidhartha Shankar Ray and Chandra Shekhar found places 
as members of the Working Committee. Ray also sat on the eight- 
member Central Parliamentary Board. He and Chandra Shekhar were 
members of the fifteen-person Central Election Committee. 
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There was, in addition, an informal caucus among a small group of the 
ex-communist faction that acted as a kind of mini-Cabinet in charting 
out the poUtical strategies of the Forum inside the government and the 
Congress party. Led by Mohan Kumaramangalam, this inner circle^ 
remained careful to avoid the appearance of funaioning as a party' within 
the party, working dirertly through “committed” members who oc- 
cupied key pohcy-making roles inside the government and the part}'. 
They continued to follow the tactical line of identifying CFSA policies 
with the national program of the Congress party. 

The approach brought spectacular success within less than one year. 
Evoking Mrs. Gandhi’s election pledge to end poverty by peaceful 
means and the egaKtarian and sociaUst directive principles of state policy' 
in the constitution (principles explicitly linked by Nehru to the work of 
the Planning Commission), the Forum mounted a campaign to mobilize 
support inside the Congress parliamentary party' for comprehensive con- 
stitutional amendments of fundamental rights. 

The issue of constitutional amendment to restore parHament’s power 
of amending fundamental rights to the position held before the Supreme 
Court’s 1967 ruling in the Golak Nath case was raised immediately after 
the 1971 eleaion. Mrs. Gandhi, in her first press conference after the 
Congress party’s landslide victory, suggested that the constitution might 
be amended to remove guarantees for property as an unalterable right, 
but within a framework accepting the right to property. Draft legisla- 
tion subsequently prepared by the government did not go beyond pro\'i- 
sions to restore to parHament the authority to amend the fundamental 
rights chapter of the constitution. This was advanced in the context of a 
“step-by-step” approach that envisaged subsequent amendments, 
through which the right to property would be extricated from the fun- 
damental rights chapter, replaced by a general right to propert}' subject 
to regulation in the pubhc interest, and with restrictions against judicial 
review of compensation as inadequate or in violation of other constitu- 
tional guarantees. 

The government’s “piecemeal” approach, which actually approxi- 
mated the Forum’s December 1970 position that after extending parlia- 
ment’s powers of amendment to include fundamental rights, the right to 
property' must be removed as a fundamental right, no longer satisfied the 
demands of the stronger radical faction. In May 1971 , the Central Steer- 
ing Committee of the CFSA unveiled a new set of proposals on amend- 
ments to the constitution that more accurately reflected their intention of 
weakening not only the fundamental right to property, but the other 
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basic political rights (including freedom of speech, expression, assembly, 
and association) protected from amendment under Part III of the con- 
stitution. 

The Forum’s proposals envisaged a series of related amendments. 
These included revisions in Article 368 to broaden explicitly the amend- 
ing powers of parliament extending to modification of the fundamental 
rights provisions; amendments to Articles 31 and 31(a) to put a ceiling on 
“property of any description and to take over the property in excess of 
such ceiling without payment of any compensation”; amendment to Ar- 
ticle 19 ensuring that such laws could not be challenged under provisions 
for equal protection under the laws; and amendment to Article 32 to pre- 
vent any appeal of compensation awards in the courts. Further, accord- 
ing to the Forum, it was necessary to ensure that policies aimed at im- 
plementing the directive principles of the constitution could not be 
impeded by court challenges based on other fundamental rights. In par- 
ticular, they demanded that “Article 32 and 226 be amended to take away 
the jurisdiction of the Supreme Court and the Fligh Courts respectively 
to exclude judicial review of any law which is in consonance with the 
directive principles of State policy or any step taken in pursuance of such 
a law.”®’ 

The new proposals were used as a program around which to rally 
Congress MPs for pressure on the prime minister to recast the gov- 
ernment’s legislation. The parliamentary unit of the CFSA formally en- 
dorsed the recommendations for more radical constitutional amend- 
ments on June 25.®® Within less than three weeks. Forum leaders submit- 
ted a memorandum to Mrs. Gandhi urging that “a comprehensive Bill to 
amend the Constitution must be brought forward in this very Session of 
Parliament. This will convince our people that we mean business, that 
we stand by our election pledges and that we shall not let people’s en- 
thusiasm change into frustration.” The memorandum was signed by 210 
Congress MPs — sixty percent of the Congress parliamentary party.®® 
The Forum’s strategy of building up support inside the party around the 
national leadership’s own socialist declarations, and then challenging the 
credibility of the leadership for failing to implement its own program — a 
threat implicit in the backing of the majority of the CPP — worked to 
good effect. The two bills introduced to amend the constitution shortly 
afterward followed almost entirely the Forum’s proposals. 

The Constitution (Twenty-Fourth Amendment) Bill inserted a new 
clause under Article 13, which removed from judicial review any 
amendment of the constitution made under Article 368 that had the effect 
of abridging or taking away fundamental rights protected by Part III of 
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the constitution. The same bill also inserted an additional clause to Arti- 
cle 368, specifying that the ordinary procedures provided for amending 
the constitution were sufficient to confer constituent powers on parlia- 
ment extending to those of amending “by way of addition, variation or 
repeal” any provision of the constitution. The bill, which was passed 
by an overwhelming majority of 384-23 on August 4, 1971, was de- 
scribed by Mrs. Gandhi as “a milestone in the progress of democracy. 

The Constitution (Twenty-Fifth Amendment) Bill went further to es- 
tablish the supremacy of parliament over the constitution as the arbiter of 
fundamental rights. The first part of the Twenty-Fifth Amendment al- 
tered the language of Article 31 to delete the word “compensation” from 
provisions for payment in the case of the compulsory acquisition of 
property. The new formulation provided only that any law for the com- 
pulsory acquisition of property must provide “for an amount which may 
be fixed by such law or which may be determined in accordance with 
such principles and given in such manner as may be specified in such 
law”; and reiterated the prohibition against calling such a law into ques- 
tion in any court on the grounds that the amount fixed was not adequate. 

The second part of the Twenty-Fifth Amendment inserted an entirely 
new Article 31(c) to establish the superior legal force of the directive 
principles of state poHcy of the constitution over the provisions of Part iii 
protecting fundamental rights. It provided: 

Notwithstanding anything contained in article 13, no law giving 
effect to the pohcy of the State towards securing the principles 
specified in clause (b) or clause (c) of article 39 shall be deemed to be 
void on the ground that it is inconsistent with, or takes away or 
abridges any of the rights conferred by article 14, article 19 or article 
31. And no law containing a declaration that it .is for giving effect to 
such policy shall be called into question in any court on the ground 
that it does not give effect to such policy. 

Provided that where such law is made by the Legislature of a 
State, the provisions of this article shall not apply thereto unless such 
law, having been reserved for the consideration of the President, has 
received his assent. 

The Twenty-Fifth Amendment was passed by the Lok Sabha on Decem- 
ber 1, 1971, with another massive majority of 353-20.'^^ It was followed 
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on the next day by passage of the Constitution (Twenty-Sixth Amend- 
ment) Bill, abolishing the privileges and privy purses of the princes. 

The constitutional changes, as critics in the judiciary, the press, and the 
opposition political parties pointed out, reduced the constitution to “tat- 
ters.” Its original framework and political philosophy was drastically 
transformed. Two of the directive principles. Article 39(b) and (c) , which 
had previously been broad guidelines to state policy and nonenforceable 
in the courts, were elevated into the paramount principles of the legal 
order. These provided that “the State shall, in particular, direct its policy 
toward securing . . . (b) that the ownership and control of material re- 
sources of the community are so distributed as best to subserve the 
common good; (c) that the operation of the economic system does not 
result in the concentration of wealth and means of production to the 
common detriment.” The fundamental rights, which since Independence 
had prevailed in any clear conflict with the directive principles, thus es- 
tablishing that legislation for economic reform must be accomplished 
through measures consistent with the preservation of the “sheltered 
rights of the citizen,” were declared nonenforceable.’® This inroad on 
fundamental rights extended far beyond the right to property or to com- 
pensation in the case of compulsory acquisition of property by govern- 
ment as guaranteed in Article 31. It also removed constitutional guaran- 
tees of fundamental political rights when these came into conflict with 
legislation whose declared purpose was implementation of the directive 
principles. Among the rights affected were those at the heart of the dem- 
ocratic political order, including the right to equality before the law and 
equal protection of law, and those of freedom of speech, assembly, asso- 
ciation, and movement. 

The official defense of the Congress party’s decision to press for com- 
prehensive constitutional changes was written by Mohan Kumaraman- 
galam. It explicitly defended this reversal of the original relationship 
between economic reform and political rights. According to 

The 26th Amendment deleted Articles 291 and 362 of the constitution, guaranteeing 
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Kumaramangalam, the “clear object” of Article 31(c) under the 
Twenty-Fifth Amendment was “to subordinate the rights of the individ- 
ual as expressed in the Fundamental Rights conferred under articles 14, 
19 and 31, to the urgent needs of society as expressed in these Directive 
Principles.”’® The immediate needs of society for which such powers 
were sought included “major reforms in nationalizing big monopolies, 
for Article 31(c) deprives these monophes of the possibiUty of resort to 
Articles 14, 19 and 31 to protect them from radical legislation designed 
to nationalize the vast holdings in industry.”” Otherwise, Kumaraman- 
galam argued, deprived only of fundamental right to property, “it may 
well be that the men of property will fall back on the other Fundamental 
Rights in order to protect their interests.”’® From this point of view, the 
Twenty-Fourth, Twenty-Fifth, and Twenty-Sixth Amendments to- 
gether made up “a single whole. ”’^ That single whole was an entirely 
new constitutional doctrine of the “sovereignty of the people” that 
vested in them and their representatives in parliament “the power to de- 
termine where the line is to be drawn between the preservation of private 
rights on the one hand and the assertion of the rights of the community 
on the other.” This power could not be entrusted to the judiciary, 
Kumaramangalam concluded, because “this is a delicate matter, essen- 
tially political in content which can only be decided on political 
grounds.”®® 

This new doctrine that the political views and desires of the people, as 
expressed through their representatives in parliament, were supreme 
over the fundamental rights of the constitution did ease the central gov- 
ernment’s path in moving against some segments of the private sector. In 
May 1971, the management of general insurance companies was vested 
in government by presidential ordinance, preparatory to nationalization 
in August 1972 by act of parliament. A similar sequence was followed 
when government took over the management of 214 coking coal mines 
in 1971, and then nationalized them in May 1972. The entire coal-mining 
industry, including the noncoking coal mines, was nationalized in Janu- 
ary 1973. 

Other legislation was also approved by parliament to curb the perqui- 
sites or power of independent institutions considered unfriendly to the 
progressive forces. Some had mainly symbolic value. Others chipped 
away at the main supports of the democratic political system. 

The passage of the Former Secretary of State Service Officer (Condi- 
tions of Service Bill) by the Lok Sabha in September 1972 fell into the 
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first category. The special retirement and pension privileges guaranteed 
to the officers of the Indian Civil Service (ICS) under Article 314 of the 
constitution were withdrawn and substituted by the pattern set for the 
successor Indian Administrative Service (IAS). The changes came at a 
time when barely eighty ICS officers were stUl active, and six years be- 
fore the last of the cadre was scheduled to retire.®^ They represented 
mainly “a psychological boost to the image of the Congress.”®^ Perhaps 
of greater significance was removal shortly thereafter of the longstanding 
ban on recruitment into the IAS of persons with a background of affilia- 
tion with the CPI. 

More serious was the first inroad against the freedom of the press, car- 
ried out through an act aimed at diffusing ownership of major newspa- 
pers and news agencies. The new legislation, passed in 1973, prohibited 
any individual or corporate body from holding more than five percent of 
the paid-up equity share capital of the company, either by himself or in 
the aggregate with any other shareholder who was his relative or 
nominee. The act also required all major newspaper companies to recon- 
stitute their board of directors so that fifty percent of the members were 
chosen in elections by working journalists and other staff, and only the 
remaining fifty percent appointed by the general meeting of the com- 
pany. The new boards, moreover, were assigned the ambiguous respon- 
sibility of promoting the directive principles of the constitution.®^ 

Other major policy goals advanced by the CFSA leadership in foreign 
affairs were aided by the unexpected opportunities created in the wake of 
the Bangladesh conflict. The likelihood that India would inevitably be 
drawn into a third military confrontation with Pakistan inflamed fears of 
diplomatic and military isolation. The United States, which revealed the 
secret Kissinger-Chou talks in Peking duringjuly 1971 , was clearly mov- 
ing toward a rapprochement with China within the perspective of a 
global strategy that not only denied India a central role in the emerging 
balance of power in Asia, but recognized the “legitimate interests” of 
China in the subcontinent. The prospect that China might come to the 
aid of Pakistan in the event of armed conflict between India and Pakistan 
was sufficiently alarming to cause serious concern about finding a coun- 
terweight. The diplomatic and military assurances sought by India were 
available only from the Soviet Union. ®‘’ In the summer of 1971, Mrs. 
Gandhi, on the basis of positive recommendations from both D. P. Dhar 
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and P. N. Haksar, authorized negotiations for a formal treaty. On Au- 
gust 9, 1971 , India and the Soviet Union signed a Twenty-Year Treaty of 
Peace and Friendship®^ that altered the nation’s policy of nonalignment 
pursued since Independence. Although the USSR did affirm its respect 
for India’s policy of nonalignment, and the treaty stopped short of auto- 
matic provisions for mutual defense, it nevertheless defined a wide area 
of consultation and coordination in military policies. In particular. Arti- 
cle IX specified that “each high contracting party undertakes to abstain 
from providing any assistance to any third party that engages in armed 
conflict with the other party. In the event of either party being subjected 
to an attack or a threat thereof, the high contracting parties shall immedi- 
ately enter into mutual consultations in order to remove such threat and 
to take appropriate effective measures to ensure peace and the security of 
their countries.” 

This operative part of the treaty was buttressed by more general provi- 
sions for regular contacts between the two countries to establish “mutu- 
ally advantageous and comprehensive cooperation” over a wide area, in- 
cluding the fields of economic, scientific, and technological cooperation, 
as well as “the fields of science, art, literature, education, public health, 
press, radio, television, cinema, tourism and sports.” 

The influence of the Soviet Union in India, reinforced as it was by the 
vanishing presence of the United States, greatly increased in the after- 
math of the treaty. A new Indo-Soviet Commission, established in No- 
vember 1972, began the process of institutionalizing the treaty provisions 
for economic, scientific, and technical cooperation in order to provide a 
permanent framework for discussions between the two countries, aimed 
at coordinating selected production and trade programs of the Russian 
and Indian economic plans. In November 1973, the two countries signed 
a fifteen-year agreement for more rapid development of economic and 
trade relations.®® The accord, described by Soviet party chief Leonid 
Brezhnev as a “qualitatively new, positive advancement in Indo-Soviet 
relations,” projected a 150-200 percent increase in trade by 1980; major 
Soviet assistance to India for installation of new capacity and expansion 
of existing capacity in steel, power generation, coal mining, and oil ex- 
ploration; and closer coordination between the Indian Planning Com- 
mission and the State Planning Committee of the USSR. 

Within a year of the 1971 eleaion, the CFSA leadership had good rea- 
son to feel satisfied with its role in radicalizing the Congress party’s “na- 
tional program.” Even so, the Forum had not achieved its goal of 
radicalizing the party organization. Its gains in the states were piecemeal 
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and disproportionately concentrated in areas where the bulk of the undi- 
vided party remained in the hands of the Congress (O) after the split. 
These strongholds, moreover, were threatened in the aftermath of the 
massive election victory won by the Congress (R), when large numbers 
of Congress (O) members and even entire Congress (O) units expressed 
their desire to return to the “real” Congress. 

The Central Parliamentary Board, which discussed the issue on March 
22, 1971, decided that as a general principle “the entry of the members 
belonging to the Syndicate, particularly its office bearers . . . should be 
discouraged.” Yet it placed no outright prohibition on their return. It al- 
lowed each PCC to take its own decision “after making thorough 
scrutiny and on merits,” applying as one of the main criteria “commit- 
ment to the progressive policies and programs of the Congress party. 
The same principle was also enunciated with respect to screening the 
large numbers of MLAs from the opposition parties seeking to enter the 
Congress legislative parties. Within the next few months the influx of 
new members, primarily from the Congress (O), was so great that the 
Forum found itself in danger of being overwhelmed. The Central Steer- 
ing Committee of CFSA was so alarmed at the “unprecedented influx of 
a large number of opportunistic and reactionary forces into the Con- 
gress” that it departed from its customary prudence in addressing a for- 
mal appeal to its own members to “consolidate and equip itself fully to 
smash the threat of consolidation of the forces of right reaction within 
the Congress Party, so that this Forum continues to play the role of a 
vanguard of the Congress Party in the march toward socialist society.”®® 

The Forum had, in fact, begun to operate as a faction in the intraparty 
disputes that once again plagued state and district party organizations. 
Warring groups, variously composed of entrenched party factions, new 
alignments put together by defectors from opposition parties, or the per- 
sonal followings of powerful individuals capable of holding the balance 
between two or more larger rival groups, advanced claims for key posi- 
tions inside the party and the government. The Forum, using labels of 
“reactionary” and “progressive” to villify their opponents and exalt their 
supporters, made opportunistic alliances with one or the other rivals to 
advance their own claims to key party and ministerial posts. Anxious to 
demonstrate their strength on the eve of the 1972 general elections to the 
state legislative assemblies, and eager to influence the selection of party 
candidates, they set out to organize state and district conventions 
throughout the country. The meetings, which variously attracted 500 to 
1,500 delegates,®® and were addressed by members of the Forum’s own 
Central Steering Committee, inevitably aroused accusations that the 

Congress Marches Ahead — IV, p. 147. 

Short Histor)' of the Congress Fomm for Socialist Aclio)i, p. 49. Ibid., pp. 33-35. 
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CFSA was attempting to promote its own power at the expense of the 
regular party leadership. 

Charges that the Forum was a parallel organization and a party within 
a party were raised in the Executive Committee of the Congress party in 
parliament, and repeated in the press. By November 1971, the CFSA 
leadership found it necessary to issue an extended statement affirming 
that “we always remember that the Forum is no tribune for carving out 
careers. No tickets can be demanded in the name of the Forum. The im- 
pression that our critics may like to create that the Forum is a faction has 
to be vigorously fought by adhering to policies in preference to per- 
sons.”®® The public assurances were coupled with a personal letter to the 
prime minister, reiterating that “we are not a faction but a group devoted 
to the furtherance of ideologies. Our stand has been that we have the 
fullest faith in you as the pre-eminent leader of our party and the policies 
pursued by you.”®^ 

The fact that the Forum’s role had become a matter of party and pubhc 
debate was, however, an indication that it had fallen into the very trap of 
appearing to act as a parallel organization that the leadership sought at the 
outset to avoid. Attacks against the Forum were all the more effective 
because they coincided with renewed opposition charges of communist 
influence on Mrs. Gandhi in the wake of the Indo-Soviet treaty. Oppo- 
nents denounced the agreement as a departure from nonalignment that 
had pushed India into the Russian orbit. 

The worst possible outcome, from the point of view of the Forum, 
occurred. The attacks started what the CFSA leadership perceived as a 
“rethinking in the Prime Minister.” The first indication of what the 
Forum leadership considered a reversion by Mrs. Gandhi to “status quo 
policies” came on the eve of the 1972 general elections in the selection of 
the party’s candidates. 

The CFSA, in October 1971 , had set down its own norms for selection 
of the Congress nominees. These stressed the necessity of giving tickets 
to youth, representatives of labor, peasants, women, backward and 
minority communities, and above all, “known person[s] committed to 
progressive. Radical, Socialist thoughts and implementation and pos- 
sessing unblemished public character and integrity.” Conversely, they 
insisted that party tickets should be denied to members of the Congress 
(O) who joined the party after the mid-term poU, and aU those “gen- 
erally known to be opposed to the party’s fundamental policies, pro- 
grams and principles irrespective of their resourcefulness to win elec- 
tions.” They suggested that places should be found for committed can- 
didates by denying tickets to one-third of the members of the party in the 
outgoing assembly; and that chief ministers be excluded from meetings 

Ibid., p. 35. 


^0 Ibid., p. 38. 
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of the Central Election Commission, which approved the final lists, in 
order to prevent them from vetoing progressive candidates.®^ 

A less stringent set of procedures and criteria for the selection of candi- 
dates was adopted. The Central Election Committee made no effort to 
exclude the chief ministers from its deliberations. They did agree that “as 
far as possible, ” one-third of the sitting members of the Congress legisla- 
tive parties should retire; fifteen percent of all seats should be allotted to 
women; and minorities, intellectuals, youth, labor, and the weaker sec- 
tions of society should receive “adequate representation.” No ban was 
placed on giving party tickets to recent defectors from the Congress (O) 
or other opposition parties.®^ 

The guidelines were sufficiently broad to provide considerable room 
for discretion at the level of the DCC executives and the Pradesh Election 
Committees in making recommendations to the Central Election Com- 
mittee. In any case, the DCCs and PECs were often unable to come up 
with an agreed list of candidates, and in many cases forwarded panels of 
names representing diverse candidates of local faction groups. Even 
when this was not so, the Central Election Committee, which played a 
more important role than in previous elections, often rejected recom- 
mendations by the PECs. Yet the Forum found that it could not prevail 
on the senior leadership, and in particular on Mrs. Gandhi, to endorse 
their own list of candidates. On the contrary, the Forum experienced “a 
major setback with the 1972 eleaions.” The prime minister, who they 
hoped would be accessible to their advice through the membership of 
S. S. Ray on the CEC, instead turned to other advisers. These included 
old-time family friends, especially Uma Shankar Dikshit, then AICC 
treasurer, and Yashpal Kapoor, personal secretary to the prime minister. 
Both men counseled that it was necessary to make concessions to estab- 
lished factional groups in the different context of state elections, where 
local issues and loyalties would assume more critical importance in the 
decisions of the electorate. The result was that the Forum got very few of 
its candidates approved by the CEC, no more than two to three hundred 
by their own estimate, out of the almost twenty-seven hundred seats 
contested by Congress. 

The setback to the Forum at the state level did not mean that Mrs. 
Gandhi had recovered her freedom to reconstitute the party as an instru- 
ment of popular participation in the tasks of carrying out Congress 
policies. After 1971, the influx into Congress of defectors from opposi- 
tion parties, ranging the entire political spectrum, left the organization 
without any cohesive ideological core, and even less capacity for popular 
mobilization than that of the undivided party. 

Two Years of CFSA, Decisions & Resolutions , pp. 50-51. 

AICC, Congress Marches Ahead — V, pp. 147-55. 
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The prime minister continued to undercut the position of established 
party bosses at the state level. On the eve of the 1972 general elections, 
Mrs. Gandhi removed or otherwise arranged the resignation of no 
fewer than four chief ministers, among them men who had dominated 
the party machinery since the early years of Independence. Starting in 
June 1971, moreover, the central leadership announced its intention 
of “revitalizing” the party’s organizational apparatus by supersed- 
ing the Pradesh Congress Committees in “problem states, and recon- 
stituting ad hoc Pradesh Congress Committees and Pradesh Election 
Committees. 

The reconstituted party organizations were even more ineffective as 
instruments of social transformation than the undivided party had 
been.^^ The fact was that while the prime minister could weaken the per- 
sonal hold of individual party bosses on the poHtical machinery of the 
states, she could not replace the old pohtical patterns of caste and fac- 
tional alignments in reconstituting district and state committees. The 
new aspirants to power inside the party usually had no more ideological 
commitment to socialism than their predecessors, and with only few 
exceptions in the states, they represented the same socio-economic 
groups. Younger and less experienced than the established leadership, 
they enjoyed an even more narrow and tenuous base of popular support. 

The “major overhaul of the organizational set-up” carried out under 
these circumstances only opened up new possibihties of factional infight- 
ing by inflaming the ambition of lesser leaders for key positions in the 
party and the government. At the same time, the hold of estabhshed state 
partj" bosses on the political machinery was neither completely destroyed 
nor replaced. On the contrary, in most cases the new executives were 
selected as the “consensus” choice of Mrs. Gandhi and the outgoing 
leadership. At best, the changes momentarily refurbished the image of 
the party by bringing in new faces. Even then, they diminished its or- 
ganizational cohesion by accommodating the claims of a burgeoning 
number of “groups” that now demanded direct representation in the 
distribution of party and ministerial posts. Worse still, even though Mrs. 
Gandhi, by virtue of her preeminence inside the party, was able to over- 
ride objections by powerful local leaders to changes in the personnel of 
Pradesh Congress Committees and state ministries, the “unanimous” 
decisions reported at the end of Center-state consultations on the compo- 
sition of new party and government executives were artificial. No sooner 

These included the states ofTamil Nadu. Gujerat, Bihar, Madhya Pradesh, Rajasthan, 
West Bengal, Orissa, Andhra Pradesh, and Assam. 

See S. Viswam, “The Congress (R) in Disarray,” The Statesman, October 8, 1971; and 
by the same journalist, “Patchwork Unity in Congress (R),” The Statesman , 7, 

1972; also, Zareer Masani, Indira Gandhi, a Biography, pp. 291-96. 
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had Pradesh Congress Committees been “reconstituted” and ministries 
“reshuffled” on the basis of “agreed” lists, than the struggle for power 
among rival groups resurfaced. The party organization and government 
at the state level were soon caught up in a paralysis of factional infighting 
that required periodic interventions by the prime minister to redistribute 
party and government posts that, at best, produced only a temporary 
truce. 

The appearance of a large number of new faces among state and gov- 
ernment leaders did not signify the “revitalization” of the Congress 
party. Rather, it indicated a growing organizational vacuum. The new 
chief ministers and PCC presidents selected by Mrs. Gandhi owed their 
position entirely to the favor bestowed by her. Often, they were political 
“outsiders” lacking a personal base in the complex caste and factional 
alignments that still continued to operate at the district and state level. 
They were, on this account, less dangerous than their predecessors as po- 
tential rivals to the prime minister. But, weakened by an uncertain tenure 
and the absence of an autonomous organizational base, they lacked the 
capacity to mobilize local followings on behalf of national policies. They 
were also easy prey for other aspirants to leadership positions inside their 
own party. This was especially true in the case of rivals who were pre- 
pared to use bribes and other less innocent means of intimidation for ral- 
lying defectors from the dominant group in order to demonstrate a new 
“majority” inside the party, and convince the prime minister once again 
to intervene and “reconstitute” party committees and “reshuffle” state 
ministries. The net result was a premium on bribery and intimidation 
that undermined the stability of Congress ministries, and ultimately ex- 
posed the democratic process to charges of political fraud. 

Indeed, political corruption grew so pervasive that some critics came 
to perceive it as constituting the “milieu of the Indian polity. It went 
beyond abuse of office by individual ministers and party officials for per- 
sonal advantage and enrichment. The entire electoral process was com- 
promised by the growing importance of “black money” in financing 
election campaigns. The Congress party, which could no longer rely on 
intermediaries to “deliver” the peasant vote, but failed to build a substi- 
tute grass-roots organization that might have generated funds through 
collection of numerous small donations, became more and more depend- 
ent on the “black-moneyed elite” for campaign finances. As the Con- 
gress switched over to a direct mass appeal, its needs for election funds to 
finance massive publicity campaigns and mammoth public meetings 
greatly expanded. By 1972, although direct verification was impossible, 

Dev Dutt, “In Politics,” in Suresh Kohli, cd., Comiplioii: The Crowiiit’ Uvil in InAia, 
p. 78. 
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it was believed that the Congress party and the prime minister personally 
had become the main recipient of illegal contributions by the larger busi- 
ness houses (in response to political blackmail imphcit in threats of na- 
tionalization) , and from leading smugglers (in return for political protec- 
tion over a wide range of illegal transactions) that sparked rumors of 
growing ties between the government and “black professions” of the 
underworld. 

At the time of the 1972 general elections to the state legislative as- 
semblies, organizational degeneration and moral decay were so far ad- 
vanced that the realistic possibihties of party reform had diminished 
almost to the vanishing point. Yet the national leadership once again con- 
tested the poll on a platform that described Congress as the only party 
with the capacity to achieve a “socialist revolution which is peaceful and 
democratic and embraces all our people and permeates all spheres of na- 
tional life.” 

The election strategy closely paralleled the successful campaign of 
1971. Mrs. Gandhi once again embarked on an extended tour that in- 
volved a month of nonstop electioneering in all the states where assem- 
bly elections were scheduled. “Theme” posters, films, records, cinema 
slides, tracts, leaflets, hoardings, and “publicity materials of all kinds” 
were produced by the AICC^® in the various regional languages, and dis- 
tributed among all sections of the eleaorate to establish the sahence of 
broad national issues over local and state problems stressed by the oppo- 
sition. Mrs. Gandhi, in her speeches across the country, asserted the need 
for strong and stable government not only at the Center but in the states, 
and pressed the argument that only the Congress party could provide 
such governments. Although there were recurrent references to the need 
for national vigilance against another Indo-Pakistani war, the main focus 
was on returning to “the bigger war — the war against poverty.”^^ This 
time, moreover, Mrs. Gandhi elaborated the pledges of Garibi Hatao 
with promises to improve the income of the masses of the rural poor 
through new legislation to lower ceiling limits on landownership. The 
proposal for another round of agrarian reform was specific. It called for a 
ceiling on family holdings at 10 to 18 acres of perennially irrigated land 
or irrigated land capable of growing two crops, or the equivalent amount 
for other categories of land. According to the election manifesto, the 
Congress party, recognizing that the “mere passing of legislation is not 
enough,” pledged to “lend its organizational support to the Government 
in carrying out reforms at the grass-roots level. 


Ibid., pp. 82-101. AlCC, People’s Victor}' — Second Phase, pp. 13-15. 
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The result of the election^'’^ was another massive victory for the Con- 
gress party and a “virtual massacre” of the opposition. Although Con- 
gress did not contest in 7 percent of assembly constituencies, primarily as 
a result of electoral adjustments with the CPI, it nevertheless won over 
70 percent of the total number of seats. Overall, the party registered a net 
gain of 549 seats, compared to its position on the eve of elections. It cap- 
tured seats from opposition parties and independents ranging across the 
entire ideological spectrum. 

The party’s share of the popular vote also showed a marked improve- 
ment. It climbed to 47 percent, compared to 42 percent in 1967, the higli- 
est percentage ever polled by Congress in assembly general elections.*'’^ 
The strength of this popular support, with the exception of Bihar (and 
the small newly created states of Manipur and Meghalaya and the Union 
territory of Goa) was evenly distributed. As shown in Table 1 1-2, Con- 
gress won either a large plurality or a majority of valid votes polled, and 
an overwhelming majority of seats in the major states where elections 
were held. 


TABLE 11-2 


Congress Votes and Seats Won in the 1972 Election 


State 

Percentage of 
valid voles polled 

Percentage of 
seats won 

Andhra Pradesh 

52.17 

76.31 

Assam 

53.26 

83.33 

Bihar 

32.30 

52.52 

Gujerat 

45.84 

83.33 

Haryana 

46.90 

64.20 

Himachal 

51.16 

78.46 

Jammu and Kashmir 

55.89 

77.00 

Madhya Pradesh 

47.95 

74.32 

Maharashtra 

56.47 

82.22 

Meghalaya 

9.95 

15.00 

Manipur 

30.02 

28.33 

Mysore 

52.24 

76.39 

Punjab 

42.84 

63.46 

Rajasthan 

49.29 

78.81 

West Bengal 

48.99 

77.14 

Tripura 

44.94 

68.33 

Goa 

13.72 

3.33 

Delhi 

48.55 

78.57 


Source: People’s Viclory — Second Phase (An Analysis of the 1972 General Election to Stale 
Assemblies) (New Delhi, June 1972), Appendix ti, iv. 


*®' People's Viclory — Second Phase, pp. 19-38. 

Congress vote totals actually reached an average of 50.74 percent when calculated as a 
percentage of total valid votes cast in the constituencies where Congress candidates con- 
tested. 
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Among the opposition parties, only the CPI, which had profited from 
its electoral adjustment with Congress, was able marginally to improve 
its position. The communists won about 4 percent of the popular vote, 
increasing its share of seats to 4 percent in 1971 from 3 percent in 1967. 
They emerged as the second largest party in Andhra Pradesh, Bihar, 
Punjab, and West Bengal. Swatantra, by contrast, decimated by defec- 
tions, was destroyed as a national party. It polled less than 2 percent of 
the vote in 1971, compared to 7 percent in 1967, wirming 0.59 percent of 
the seats, in contrast to its earlier victories in almost 7 percent of assem- 
bly constituencies. Other opposition parties were routed in their regional 
strongholds. The Congress (O) managed to win only 6.6 percent of the 
total vote, compared to 10 percent polled by it during the Lok Sabha 
election. They captured only 3 percent of the total seats, and were re- 
duced to a splinter group in both Gujerat and Mysore. Even the Jan 
Sangh, which managed to maintain its 1967 vote level of about 8.5 per- 
cent, suffered a serious loss of seats from 7.7 percent in 1967 to 3.8 per- 
cent in 1972, losing strength in Delhi and Madhya Pradesh. Most star- 
tling, the CPI (Marxists) were pushed back in West Bengal. They suf- 
fered a setback in their share of the popular vote from almost 33 percent 
in 1971 to less than 27 percent in 1972, and a staggering loss of seats from 
111 in the 1971 assembly election to 14 seats in 1972.^°^ 

The outcome of the 1972 elections only helped to underscore a 
paradox of India’s political development. Perhaps at no other moment 
had conditions been more favorable for the realization of Gandhi’s and 
Nehru’s original vision of social transformation through democratic and 
constitutional methods. The awakening of large numbers of the rural 
poor to a desire for the implementation of new principles of equality and 
participation had taken political form. The outpouring of support across 
regional, linguistic, communal, and caste lines held out the possibility of 
creating a strong party organization that could institutionahze popular 
participation at the grass-roots level, and provide an effective nonviolent 
sanction from below for agrarian reform. The almost total rout of the 
opposition, both right and left, the formation of Congress majority gov- 
ernments at the Center and in the states, the elimination of virtually all 
constitutional impediments to the redistribution of property, aU made it 
seem as if the popular endorsement for “Garibi Hatao” was the first step 
in the fulfillment of Nehru’s strategy for democratic social transforma- 
tion. 

Yet what at an earlier time might have been a beginning was, under the 

Marxist leaders challenged the validity of the electoral results on grounds that the cen- 
tral government had unleashed a reign of terror in the state, using the police. Central Re- 
serve Police, and the Army to kill, arrest, and intimidate party workers. See Field and 
Franda, “The Communist Parties of West Bengal,” in Weiner and Field, eds.. Electoral Poli- 
tics in the Indian States, vol. 1, 14-19. 
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conditions of the early 1970s, the end of Nehru’s democratic design for 
the creation of a socialist pattern of society. The enormous organizational 
effort at the state level that would have been needed to involve the poorer 
castes and classes in the implementation of Congress promises for social 
and economic reform was never attempted. On the contrary, the na- 
tional party organization was itself immobilized by ideological cleavages 
that threatened to harden into a new split. 

After the 1972 elections, the “committed” Congressmen inside the 
party were increasingly exposed and attacked as a communist faction 
seeking to advance their own control over the organization. Chandra 
Shekhar, one of the most influential radical MPs inside the party, spoke 
for the non-communist socialists as a whole when he publicly denounced 
the CFSA leadership for functioning as a cell in an attempt to gain 
power. He charged; 

Once the struggle against the Syndicate was over, a section of the 
so-called Left started having different ideas about their role in the 
new organization. The members, hailing from the C.P.I. started 
functioning as a clique. Apparently they turned themselves into a 
cell. Old habits die hard indeed. They started having secret meetings 
to plan their strategy to reach positions of power. Their strategy was 
solely to achieve personal ends and their tall talk of Leftism was just 
a cover to camouflage their opportunist role in the party. Their sec- 
ond strategy seems to have been to denigrate and isolate those Con- 
gress Socialists who did not have their Communist background. 
Their third line of operation has been to spread rumors that they 
alone enjoyed the confidence of the Prime Minister, as they were the 
only loyal adherents to the Congress ideology. . . . 

The Forum which embraced all shades of progressive opinion in 
the Congress was pressed into service for such a power game. While 
holding the leadership of the Forum in their hands, they sought to 
exploit others by associating them with the organization. The State 
units were formed for factional considerations. This did not go un- 
noticed by the leadership. Besides, the group started moving to- 
wards capturing the party apparatus. 

In this sordid game, they used Afro-Asian Solidarity and Peace 
Council organizations besides a host of other friendship organiza- 
tions of the Communist countries for their ends. It was so easy to 
entrap members of Parliament and other Congress workers. The 
dictum was like that in the old British navy; Join these organizations 
and see the world. Some of them had managed to become Ministers 
or party bosses. 


The Slalesnian , June 7 , 1972 . 
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By May 1972, moreover, the Forum’s bid for hegemony over the 
Congress parliamentary party was directly challenged by the sudden ap- 
pearance of a rival Nehru Study Forum led by senior Congress members 
of parliament. The immediate provocation for starting the Nehru Forum 
was described as concern at criticism of Nehru’s approach to social trans- 
formation through democratic and peaceful methods by “so-caUed radi- 
cals and pseudo sociaHsts.”^®^ The main activity of the new group was 
defined in terms of studying and explaining the meaning of Nehru’s phi- 
losophy, policy, and program of “democracy, democratic sociaHsm 
meaning thereby Planned development of the Indian society within the 
framework of the Indian Constitution, Secularism and Non- 
Violence.”^®^ Although the leaders of the Nehru Study Forum did not 
actually name the CFSA in their attacks, they set out to organize a show 
of strength in the Congress parliamentary party in order to exert coun- 
terpressure on the national leadership to silence and radicals. 

The MPs of the Nehru Forum were alarmed at the infiltration of ex- 
communists into the party, their domination at CPP meetings, their 
close links with those committed to a “foreign type of scientific 
socialism,” and their use of propaganda in the name of the prime minis- 
ter to pressure the party into the adoption of radical policy" goals that 
could not be carried out within the democratic process. Above all, they 
feared that if unchecked, CFSA activities would “bring about a situation 
[of popular discontent] leading to confusion and chaos in which only a 
Marxist solution was possible. There would be a suspension or liquida- 
tion of the democratic order, probably in the name of restoring law and 
order, and a method of telling people what they must do, rather than 
persuading them to do it. So India would be converted from the path of 
democratic socialism to some kind of dictatorship with a Marxist left 
orientation of the kind seen in other countries.”^”’ 

Shortly after the formation of the Nehru Study Forum, publications 
appeared that detailed the communist affihations and contacts of promi- 
nent members of the Congress party organization and the government. 
Excerpts from Kumaramangalam’s Thesis were printed, and the docu- 
ment was published in full in July 1973, along with an allegation that it 
had been resubmitted for consideration to the leadership of the CPI in 
early 1969, and that on this occasion, in contrast to the disinterested re- 
sponse of 1964, “the Party leadership plumped for it.”^°® 

Mrs. Gandhi publicly maintained a detached posture in her relation- 

R. D. Bhandare, “Thoughts of Jawaharlal Nehru,” Seminar on Jawaharlal Nelmi, i4th 
and 15th November, 1972 (New Delhi, Nehru Study Forum, 1972), p. 5. 

Ibid., p. 8. 

These fears were expressed by a founding member and executive officer of the Nehru 
Study Forum during an interview in New Delhi, August 21, 1973. 

Satindra Singh, Communists in Congress, Kwnaramangalant’s Thesis, p. vii. 
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ships with both groups. But she did not attempt to stop one of her closest 
advisers, U. S. Dikshit, from voicing his public support for the Nehru 
Forum by addressing one of its meetings. Shortly after the 1972 elec- 
tions, moreover, Mrs. Gandhi herself suggested privately to prominent 
members of the CFSA that it was unnecessary to have a separate Con- 
gress Forum for Socialist Action inside the party, when the split had al- 
ready assured that all party members were committed to socialism. As 
the activities of the Nehru Study Forum intensified and threatened to 
cause a confrontation amounting to a split in the Congress parliamentary 
party, the subject of the continuation of both forums was raised in the 
Congress Parliamentary Board. On April 3, 1973, the board reported 
“the consensus of opinion of the members [that] Congress having de- 
cided to vigorously pursue its well-established policy of democratic 
socialism, continuance of various forums within the Party is unnecessary 
and is proving to be against the interests of the party. The CFSA, 
advised of the board’s view, immediately announced its decision to wind 
up all its activities. The only other alternative would have been to fight 
against Mrs. Gandhi and “to play into the hands of our enemies.” The 
Nehru Study Forum, its main goal accomplished, dissolved its own or- 
ganization soon after. 

Neither group, however, ceased to function as an informal caucus in- 
side the Congress parliamentary party. Indeed, each put up its own “un- 
official” slate of candidates for the first time in elections to the E.xecutive 
Committee of the Congress parliamentary party in May 1973. The re- 
sults showed that the party was almost evenly divided between the two 
groups, with seats in the e.xecutive going in about equal numbers to the 
nominees of each forum. The outcome demonstrated that the CFSA en- 
joyed “much wider support in the party than most people had even sus- 
pected.”^^® It also provided evidence “if any proof were needed that the 
Congress Parliamentary Party is split in its attitude toward implement- 
ing socialism,” and “ if the two groups go their own way, there is every 
danger of a physical split. 

The ideological cleavage paralyzed the national party organization. 
Proposals for changes in the Congress constitution languished inside a 
divided Working Committee for three years. The nine-man Constitution 
Subcommittee appointed by the Congress president in April 1971 at the 
height of the Forum’s influence had been dominated by party radicals. 
Their proposals for reform revived elements of the communists’ strategy 
in the 1930s for capturing power inside the party organization. They rec- 

AICC, Report of the General Secretaries , }unc 1972-August 1973 (New Delhi. Septem- 
ber 1973), pp. 11-12. 

''® Times of India, May 19, 1973. 

See S. Viswam, “The Lessons ofthe C.P.P. Elections," T/irStatrimaii, May 18, 1973. 
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ommended that active members be required to take up organizational 
work in “functional” hiass organizations; that such fronts be given in- 
stitutional membership in the Congress; and that executive committees 
at all levels of the party organization include a fixed number of coopted 
members from the affiliated institutions. Such recommendations were 
passively resisted by senior leaders of the Working Committee, who con- 
tinued to postpone action by insisting that further consideration was re- 
quired. By January 1973, the opponents of such changes were strong 
enough to win an enlargement of the subcommittee that succeeded in 
neutralizing the radicals. The constitutional changes, finally adopted in 
May 1974 on the basis of new proposals by the enlarged Constitution 
Subcommittee, made piecemeal changes in the organizational structure 
of the party. The recommendations for institutional affiliation and 
ex-officio representation on party executive committees of active work- 
ers in mass fronts were watered down. They provided that “special ele- 
ments not adequately represented” should be coopted as members of the 
DCCs, PCCs, and All-India Congress Committee, including representa- 
tives of women, trade unions, scheduled castes and Tribes, the Indian 
Youth Congress, and the National Students Union, although with an 
upper limit of fifteen percent on the proportion of the coopted mem- 
bership. No change at all was allowed in the procedure for enrolling 
primary members through payment of a nominal fee (of Rs. 1 bien- 
nially), or in their voting rights to elections of local units of the Congress 
party. At the same time, the abihty of party bosses to manipulate organi- 
zational elections at the upper tiers of the party structure was reduced by 
new provisions requiring the direct election of members of the Pradesh 
Congress Committees by aU active members in the constituency voting 
on the basis of simple majority. Another amendment to the Congress 
constitution required all active members to participate in a “training pro- 
gram of political and ideological study as directed by the Working 
Committee from time to time” — the only concession to the enthusiasm 
of the radicals for building “cadres” at all levels of the organization. 

The condition of the party was nevertheless rapidly deteriorating. The 
first organizational elections since the 1969 split, held in December 1972, 
had been accompanied by a flood of complaints to the AICC office of 
massive bribery, intimidation, and manipulation of bogus membership 
lists by rival factions. Order could be restored only when the prime 
minister personally intervened to impose a “consensus” choice for the 
party leadership. The new executive committees, whether elective or ap- 
pointive, ignored directives from the AICC office to set up special cells 
for active recruitment of minorities, Harijans, peasants, landless laborers. 

Two Years of CFSA, Decisions & Resolutions , pp. 45-47. 

AICC, Congress Marches Ahead — JO, pp. 33-62. 



ACCOMMODATION OR STRUGGLE? 


483 


and other disadvantaged groups. Although record targets for the enroll- 
ment of ten million primary members were met by 1973, approximately 
sixty percent of the membership was believed to be “bogus. Or- 
ganizational elections under the revised constitution scheduled for early 
January 1975 were cancelled. Instead, the Working Committee instituted 
routine recourse to the appointment of new ad hoc committees, authoriz- 
ing the Congress president to “take necessary steps to strengthen the or- 
ganization and wherever deemed necessary to restructure the PCC’s by 
appointing ad hoc Committees. 

The achievements of the AICC’s Political Training and Cadre Build- 
ing Department were no better. K. D. Malaviya initially took up the 
program in 1971, with hopes of building up a grass-roots organization of 
one million trained workers who could be mobilized within their own 
area at short notice to organize the population to implement Congress 
policies. His plans met with continued resistance by the Working Com- 
mittee. Malaviya, who actually recruited most of the candidates for the 
training camps from “highly motivated” young persons who were out- 
side the Congress party, managed to hold no more than four camps with 
about a thousand recruits before he finally resigned as convener of the 
cadre building program. He found that the “members were forever 
postponing the convening of these camps out of fear that they would be 
used to create a Marxist-style cadre that would not be bound by methods 
of democratic operation. His successors, working inside the regular 
party apparatus, organized only three central camps for about 300 work- 
ers in three years, and were almost completely frustrated in attempts to 
convince local party committees to take up political training activities.'’’ 

The Indian Youth Congress, for the time being, remained an urban- 
based organization with a greater capacity for political disruption than 
popular organization. As their links with international youth organiza- 
tions of Eastern Europe and the USSR expanded, they devoted most of 
their energies to organizing mass demonstrations, protests, and rallies, 
invoking Marxist slogans of exploitation to rouse public anger against 
the failures of popularly elected governments to carry out promises of 
economic reform. 

The prime minister, whose credibility had become identified with the 
implementation of peaceful and democratic socialist revolution, appeared 
helpless against the organizational decay in her own party, but was un- 
able to admit these internal limitations without e.xposing the hollowness 


*'■* Masani, Iiittira Gandhi, a Biography, p. 292. 

Congress Marches Ahead — 10, p. 77. 

Interview, K. D. Malaviya, New Delhi. June 20, 197.^. 

AICC, Report of the General Secretaries , June 1972-August 1973 (New Delhi, Septem- 
ber 1973), pp. 47-48. 
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of her promises. Instead, through her speeches and those of senior party 
leaders appointed at her command, she encouraged the poHtical climate 
in which Congress workers officially blamed failures of implementation 
on the “forces of reaction which are again active today. Shankar 
Dayal Sharma, whose loyalty to Mrs. Gandhi during the 1969 split was 
rewarded by his appointment as Congress president in May 1972, ad- 
vanced the theory of a “deep-seated conspiracy of the opposition parties 
against the interests of the country”^^® to explain growing incidents of 
communal, linguistic, and regional violence as planned outbreaks in- 
tended to weaken national unity and divert national attention from basic 
issues of socialist reform. Mrs. Gandhi, angered by the opposition at- 
tacks against her, pointed to the “forces gathering against us” and to the 
dangers coming both from “within and without.”^^® The result was a 
further acceleration in the process of polarization that strained demo- 
cratic consensus to the point of breakdown. 

The decisive confrontation between the government and the opposi- 
tion was joined in the wake of yet another adverse ruling by the Supreme 
Court, which called into question the most radical elements of the sweep- 
ing constitutional changes pushed through by the ruling party after the 
1971 elections. On April 24, 1973, a Special Constitution Bench of thir- 
teen judges of the Supreme Court, acting on writ petitions challenging 
the validity of the Twenty-Fourth and Twenty-Fifth Amendments, 
handed down their judgment on the case of Keshavananda Bharati vs. 
State of Kerala. The judges, in a unanimous opinion, reversed their 
previous ruling under the Golak Nath case to uphold the validity of the 
Twenty-Fourth Amendment. They affirmed the right of parliament to 
amend any provision of the constitution, including all of the fundamental 
rights. They also held that the first part of the Twenty-Fifth Amendment 
was valid in substituting the word “amount” for “compensation” in 
cases of compulsory acquisition of property by the government, and that 
any challenge based on the inadequacy of the amount could not be heard 
by the court. The Special Constitution Bench, however, was closely di- 
vided on the validity of the second part of the Twenty-Fifth Amend- 
ment inserted as a new Article 31(c). A majority of seven to six upheld 
the first provision of the section that no law giving effect to the directive 
principles as specified in Article 39(b) and (c) could be deemed void on 

See “Resolution on Political Situation,” summary of the proceedings of the North 
Zone Conference of AICC, Patiala, March 23 & 24, 1973, All India Congress Committee, 
Congresses Marches Ahead — VIII, p. 224. 

”»/6i(/.,p. 205. '2o/6iW.,p. 193. 

The court’s judgment and the opinions of the individual judges are summarized at 
length in The Statesman , April 25, 1973. The issues involved in the case are analyzed in H. P- 
Raina, “The Judgment,” in Kuldip Nayar, ed.. Supersession of Judges, pp. 137-56. 
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the grounds that it abridged or took away the fundamental rights con- 
ferred by Articles 14, 19, and 31. But a larger majority struck down the 
second section of the article, namely, the provision that “no law contain- 
ing a declaration that it is for giving effect to such policy shall be called 
into question in any court on the ground that it does not give effect to 
such policy.” 

The judgment, as reported in the English-language press was inter- 
preted as a personal defeat for Mrs. Gandhi. The prime minister, who by 
her efforts had come to embody the Congress party’s renewed commit- 
ment to economic reform, was also persuaded that the court’s ruling was 
designed as a direct challenge to her power. Her supporters among the 
ex-communists inside the party were, in addition, convinced that the 
opinion foreshadowed future attacks on the legality of social legislation 
that could stymie efforts to carry out sweeping constitutional changes in 
the name of the directive principles. Once again, the prime minister and 
the “committed” socialists inside the Congress party discovered a 
mutual interest in joining forces against common enemies on the court 
who posed a challenge to their preeminent position. 

The court, in fact, was deeply divided on the fundamental constitu- 
tional question of the scope of parliament’s amending power. Six judges, 
including the chief justice, S. M. Sikri, rejected the government’s in- 
terpretation of the unlimited scope of parliament’s amending power e.x- 
tending to repeal or abrogation of any article in the constitution, includ- 
ing the preamble, the directive principles, and the amending power itself, 
subject only to the limitation that the word “amendment” prevented par- 
liament from repealing the whole constitution. These six judges agreed 
that parliament could amend every article of the constitution and abridge 
any of the fundamental rights, but they insisted that this power could not 
extend to damaging or destroying the essential features of the constitu- 
tion. According to this interpretation, the constitution had been given by 
the people to themselves and remained supreme over parliament. Par- 
liament was required to act as its functionary, and had no competence to 
destroy any of its fundamental parts. The fundamental rights, in this 
view, were among the essential features of the constitution. They could 
be amended or abridged, but they could not be damaged, abrogated, or 
destroyed. On this interpretation of parliament’s amending powers, the 
judges were prepared to join their colleagues in upholding the Twenty- 
Fourth Amendment, stating that it did not enlarge the amending power 
of the constitution as it stood prior to the Golak Nath case. Similarly, 
they agreed with the other members of the bench on the validity of the 
first part of the Twenty-Fifth Amendment, asserting that its provisions 
did not abrogate the right to property in requiring the state to pay an 
“amount” for the compulsory acquisition of property, since this could 
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not be so arbitrary or illusory that it amounted to an abrogation of the 
right to property. Using the same line of reasoning, however, the six 
judges held the second part of the Twenty-Fifth Amendment or Article 
31(c) invalid on the grounds that it empowered parliament and the state 
legislatures to make laws that, in effect, would permit abrogation of the 
fundamental rights under Articles 14, 19, and 31, which were essential 
features of the constitution. 

The doctrine that the powers ofparhament to amend the constitution 
were inherently limited by the requirement to preserve the fundamental 
features of the constitution, including the fundamental rights, was re- 
jected by six other members of the Special Constitution Bench. Their 
opinions followed the arguments of government that parliament’s power 
of amendment was unhmited; that it extended to powers of abrogating 
any part or parts of the constitution, and that there could be no distinc- 
tion for the purpose of the amending power between essential and nones- 
sential features. Accordingly, they upheld the vahdity not only of the 
Twenty-Fourth Amendment and the first part of the Twenty-Fifth 
Amendment, but also the next section of the Twenty-Fifth Amend- 
ment, establishing the legal superiority of the directive principles of state 
poUcy over the provisions protecting fundamental rights, breaking ranks 
to strike down only the final provision prohibiting judicial review of 
such legislation upon the simple declaration by the legislature that it was 
designed to give effect to directive principles of state policy. 

The statement of constitutional doctrine as it emerged in the majority 
judgment of the court was an uneasy compromise between these two 
views, derived in large measure from the intermediate position taken by 
the tie-breaking member of the Special Bench, Justice Khanna. Accord- 
ing to the majority opinion, parHament’s power to amend the constitu- 
tion was limited in the sense that it could not abrogate the constitution or 
alter the “basic structure or framework” of the constitution. The mean- 
ing of this restriction was that parliament . could not use its power of 
amendment to make such drastic changes that the constitution lost its 
identity. Parliament’s plenary power, for example, did not extend to 
aboHshing the states or the federal structure or the democratic political 
system. At the same time, according to this compromise formulation, 
the right to property and the other fundamental rights were not included 
in the “basic structure” of the constitution. They fell, therefore, within 
the power of parliament to amend, abridge, or repeal. 

The court’s ruling established that legislation undertaken in the name 
of the directive principles was still subject to judicial review, and that it 
could be challenged on the grounds that it impaired the “basic structure” 
of the constitution. The Supreme Court, moreover, was so closely di- 
vided on the issue of fundamental rights that it might easily shift once 
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again toward a more restrictive interpretation of the amending power. 
Under the circumstances, the role of the chief justice suddenly assumed 
special importance. Not only did he often give a lead to other members 
of the court, but he also appointed the members of each bench before 
which a particular case was heard. The sitting chief justice, S. M. Sikri, 
moreover, was scheduled to retire only two days after the court’s judg- 
ment on the fundamental rights cases had been announced. His suc- 
cessor, under established conventions of seniority, would have been 
J. M. Shelat, one of the six judges favoring a restricted interpretation of 
the amending power to include fundamental rights as an essential feature 
that could not be destroyed. K. S. Hedge and A. N. Grover, the two 
next most senior judges, had joined Shelat in taking this position. 

On April 25, one day after the Supreme Court’s judgment, the presi- 
dent of India, on advice of the Cabinet, superseded the three most senior 
judges to appoint Justice A. N. Ray chief justice. The new chief justice 
had ruled on the side of the government on all questions of law raised by 
the fundamental rights issues. The decision to depart from the estab- 
lished convention of seniority followed the recommendations advanced 
to the prime minister by H. R. Gokhale, the law minister; S. S. Ray, then 
chief minister of West Bengal; and Mohan Kumaramangalam, minister 
of mines and steel, all of whom were agreed that the legal philosophy of 
the three judges would stand in the way of progressive legislation. 

The decision set off a major explosion of criticism against the govern- 
ment, which raised the issue of India’s future as a democracy in stark 
terms. The legal community was virtually unanimous in its condemna- 
tion. The three superseded judges resigned in protest. Along with the 
outgoing chief justice, they boycotted the swearing-in ceremony of 
A. N. Ray as the new chief justice. K. S. Hedge, one of the superseded 
judges, citing Kumaramangalam’s role in the appointment, raised the 
alarm that it was part of a continuing scheme, first launched in 1969, by 
the communists to infiltrate the Congress party, and from this position 
undermine the constitution from within. Hedge warned that 

the supercession of the Judges is not an isolated act. It is part of a 
scheme. Ever since the Congress split in 1969, several important 
Communists have entered the ruling party in pursuance of a policy 
adopted in 1964, viz., to capture Congress from within and pervert 
the Constitution. The various steps taken by our Government since 
the 1971 elections bear testimony to the enormous influence wielded 
by the Communists. . . . The people are being systematically 
cheated of their rights. They are deprived of their freedoms one by 
one. The destruction of the independence of the judiciary is an act of 
treachery and a fraud on our Constitution. The profession of faith in 
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democracy by some of our leaders is a mere cloak to hide their real 
intentions. Their aas belie their profession. Unless the people shake 
off their lethargy and find out the realpolitik behind the recent de- 
velopments, they will soon find themselves deprived of all their 
rights. We are on the way to dictatorship. 

The Supreme Court Bar Association, which refrained from endorsing 
the conspiracy theory, nevertheless voted overwhelmingly to condemn 
the government for taking a “purely political” act in a “blatant and out- 
rageous attempt at undermining the independence and impartiality of the 
judiciary” and to “make the judiciary subserwent to the executive and 
subject to political pressures and dependent on Government patronage 
and influence. 

The decision, which was debated in the Lok Sabha, also produced an 
“unprecedented uproar” among non-Communist members of the oppo- 
sition, who charged that it was an effort to make the Supreme Court into 
a “mouthpiece of the Government. The major intervention on behalf 
of the government during the Lok Sabha debate was not by the law 
minister, but by the minister of mines and steel, Mohan Kuma- 
ramangalam, refleaing the key role he had played in the Cabinet’s ac- 
tion. His speech was forthright. It explained the background against 
which the decision to abandon the established principle of seniority was 
taken, and the new criteria on the basis of which the chief justice had 
been selerted. Citing the confrontation between the government on the 
one hand and the Supreme Court on the other during the six years since 
the Golak Nath case, Kumaramangalam at the outset defended the right 
of government to “think in terms of a more stable relationship between 
the Court and ourselves.” One important requirement in putting an end 
to the confrontation, he argued, was an examination of the basic out- 
look, attitude toward life, and politics of the man appointed to the office 
of chief justice. According to Kumaramangalam, it was “entirely within 
the discretion of the Government of the day to appoint the person con- 
sidered in its eyes as the most suitable, as having the most suitable phi- 
losophy or outlook,” and it was this “prerogative as a Government” that 
had been exercised. He described in the following way the approach fol- 
lowed by the Cabinet in making the appointment of the new chief jus- 
tice: 

Read the 1 ,600 page judgment of the Supreme Court that has re- 
cently been deHvered and all of us will know the opinions of each 
one of these judges. The six Judges who have upheld the 24th, 25th 
and 26th amendments, each one of them puts directive principles a 

’22 Ibid., pp. 52-53. 123 y _ p 28. 

i2'i The Statesman, April 27, May 3, 1973. 

125 Kumaramangalam’s speech is reproduced in Nayar, Supercession of Judges, pp. 7S-92. 
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little higher, fundamental rights a little lower; the due rights of a so- 
ciety a little higher and the rights of an individual a little lower. 
Then you go to the other six who have, on the contrary, said that 
they are the basic essential features of the Constitution which should 
not be violated. Fundamental Rights are sacrosanct things which 
must be protected, must be protected from the evil hand of the 
executive and everything must be done to implement the directive 
principles. You can see the philosophy, the outlook. Certainly, we 
as a government have a duty to take the philosophy and outlook of 
the Judge in coming to the conclusion whether he should or should 
not leave the Supreme Court at this time. It is our duty in the Gov- 
ernment honestly and fairly to come to the conclusion whether a 
particular person is fit to be appointed the Chief Justice of the Court 
because of his outlook, because of his philosophy as expressed in his 
expressed opinions, whether he is a more suitable or a more compe- 
tent Judge. This is our prerogative as a Government and I say that 
the Constitution has entrusted that to us. 

The law minister endorsed Kumaramangalam’s explanation in the Lok 
Sabha as the “basic understanding” of the government shared “by my 
other colleagues and myself The statement crystallized the “real is- 
sue” of the debate: should the judge uphold the laws of the constitution 
or the social philosophy of the ruling party?^^’ 

The clear threat to the supremacy of the constitution and the rule of 
law contained in the doctrine of a “committed judiciary” endorsed by the 
government provided an issue around which the opposition parties 
began to reorganize. Leaders of all opposition groups, except the CPI, 
this time spanning the entire ideological spectrum from the CPI (Marx- 
ists) to thejan Sangh, began a process of consultation aimed at coordinat- 
ing an attack on the government. The opposition spilled beyond organ- 
ized party groups to rally prominent members of the legal profession and 
the press. An unlikely leader, moreover, was emerging. Jayaprakash 
Narayan, virtually the last remaining link with the giants of the national 
Independence movement, his reputation for integrity undimmed after 
twenty years of political retirement in the service of the Gandhian Sar- 
vodaya Samaj, was so “deeply distressed and worried by the recent hap- 
penings” that he addressed a personal appeal to Mrs. Gandhi. His ap- 
peal was directed to two counts: the need to provide constitutional 
safeguards preventing parliament from “abrogating the fundamental 
freedoms of the citizen except for suspending them for temporary peri- 
ods and in clearly specified circumstances,” and the necessity of ensuring 
the independence of the judiciary. Otherwise, Narayan warned, the pro- 


Ibid., p. 94. Ibid., pp. 36-37. 

1^® The text of Narayan’s letter, written on May 16, 1973, is reproduced ibid., pp. 69-72. 
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claimed aim of the national leadership to establish sodahsm by peaceful 
means would be defeated, and “the very foundations of our democracy 
will be in danger of being totally destroyed.” 

Mrs. Gandhi no longer appeared to understand the argument Narayan 
raised, or his question: “if establishment of sodahsm necessitates the 
abrogation of the people’s fundamental freedoms, what remains of dem- 
ocratic means?” On the contrary, the prime minister denied that democ- 
racy was at all endangered. Dismissing accusations that she was prepar- 
ing to subvert the judidary, censor the press, do away with civil liberties, 
and undermine the authority of parliament, Mrs. Gandhi once agam at- 
tributed such charges to persons and groups hostile to sodal change and 
the economic polides of her government. She countered that the “crj^” 
raised against her was the same as raised “throughout my father’s time” 
and “it is a concerted attempt to decry me and the very polides and ideas 
for which Jawaharlal Nehru stood. Replying to Narayan, she ob- 
served blandly, “You have spoken about the competing rights of democ- 
racy and sodalism. It has been our endeavor throughout our struggle for 
freedom and during these 25 years as an independent nation to recondle 
the two. I am perhaps more confident than you that we can achieve this 
reconciliation. Democracy, independence of the judidary and fundamen- 
tal rights are not in danger. They would be threatened if we were to 
allow our faith to be ecUpsed by defeatism and if we help alHances of the 
extreme left and right. 

Mrs. Gandhi, in the end, was hopelessly entrapped. If the Forum ap- 
peared captive to her leadership as the source of their influence, she was 
no less a prisoner of the radical polides initiated by them and endorsed by 
the national party in her name. The sudden death on May 31, 1973, of 
Mohan Kumaramangalam in an airplane crash did not alter the qualita- 
tive change in the legitimacy of her leadership. It merely deprived the 
Forum of their master strategist and the prime minister of any adviser 
with a broad ideological vision and an overall political plan for achieving 
basic sodalist transformation. Yet Mrs. Gandhi’s own credibiUty, and by 
extension that of the democratic political process over which she pre- 
sided, had become inextricably linked to promises for the implementa- 
tion of radical economic reform through parliamentary means. Under 
the best circumstances, these promises could not be easily reconciled. 
Under conditions of an organizational vacuum in the states and ideologi- 
cal polarization at the Center, both within the ruling party and between 
the government and the opposition, such pledges were impossible to 
redeem. 

Times of India , May 5, 1973. 

The prime minister’s reply to Narayan, dated June 9, 1973, is reproduced in Nayar. 
Supersession of Judges, pp. 73-74. 
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The national leadership’s inability to carry out radical social change 
through peaceful and parliamentary means led India into an economic 
and political impasse that prevented progress toward goals of growth 
and social justice, even while destroying the political consensus that pro- 
vided the foundation of stable democratic government. Pledges of the 
prime minister and the Congress party to eliminate mass poverty and ac- 
celerate economic progress could not be redeemed within the existing 
structure of economic and political power. On the contrary, the attempt 
to achieve both economic development and reduction of disparities in the 
absence of basic institutional changes led, inevitably, to the pursuit of 
contradictory policies that were bound to result in the worst of both 
worlds, achieving neither growth nor redistribution. Yet, as Mrs. Gan- 
dhi herself realized, the transformed political environment of increas- 
ingly politicized discontent, both among the educated unemployed in the 
urban areas and the landless agricultural laborers in the countryside, de- 
manded some improvement in the conditions of the most desperate sec- 
tions of the population, “not only to help the people directly but also to 
get peace in the country which is prerequisite to any kind of progress.”' 

The central government, which had no party organization in place to 
provide sustained popular support from below for implementing land re- 
forms and other redistributive measures essential for achieving growth 
through social justice, temporized by following separate economic and 
“socio-political” policies. The first set of programs aimed at maximizing 
economic growth, and the second at “reaching the benefits of develop- 
ment to the numerically larger but weaker sections of the rural areas. 
On the one hand, the growth strategy required policies based on incen- 
tives to private investment that inexorably increased disparities still fur- 
ther; on the other, equity considerations dictated the introduction of a 
new array of central sector schemes to provide some technical training 
for the educated unemployed, and subsidized loans and public employ- 
ment to marginal and small farmers and landless laborers to increase their 
income and consumption. Yet it was impossible to mobilize additional 

’ Planning Commission, Twenty-eighth Meeting of the National Development Coun- 
cil, May 30 and 31 , 1972, Summary Record, excerpt from speech by Indira Gandhi, p. 17. 

^ Ministry of Agriculture, Department of Agriculture, Central Sector Schemes for Small 
Farmers, Marginal Farmers and Agricultural Laborers (New Delhi, March 1973), p. 2. 
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resources on the scale required, or to devise many productive schemes 
involving the very poor under the existing pattern of extreme concentra- 
tion in economic assets. Even a substantial diversion of development 
resources in favor of the most impoverished groups offered only the 
prospect of marginal changes in the pattern of inequalities of income and 
consumption. But such expenditures, which could not significantly re- 
duce the enormous numbers of the population living below the poverty 
line, could siphon off scarce funds to depress still further rates of growth. 

Worse still, government failures to make any progress toward the 
promise of growth with social justice compounded the feelings of cyni- 
cism among the educated classes about the capacity of the democratic 
system to provide any solutions at all for the fundamental problems of 
the economic and political order. Growing unemployment, soaring 
prices, shortages of foodgrains and essential commodities, all of which 
imposed the most severe hardships on the poorer sections of the popula- 
tion, converted the slogan of “garibi hatao" into a bitter joke. Those 
who went to government ration shops and were turned away for lack of 
supplies, while the administration and police did nothing to prevent 
black-marketeering in the hoarded stocks, concluded that “garibi hatao” 
did not mean the elimination of poverty (garibi) but the elimination of 
the poor (garib). The urban lower-middle and middle classes, who could 
not find relief from the rampant inflation that eroded their living stand- 
ards (even as state leaders elected on promises to meet the basic needs of 
the common man indulged in intraparty factional struggles and blatant 
corruption to advance their own interests), took their grievances into the 
streets. Spontaneous uprisings aimed at forcing the resignation of cor- 
rupt, repressive, and “anti-peoples” ministries, provided evidence of 
popular disillusionment and discontent not only with particular state 
governments, but with the process of party politics and the parlia- 
mentary system. On the extreme left, Marxist revolutionaries de- 
nounced the national leadership’s incremental approach to social reform 
as falling far short of promises to carry out basic sociahst transformation. 
On the right, opposition parties, alarmed at the growing ties between 
Congress and the CPI, and the continued reliance of the national leader- 
ship on populist rhetoric to hold on to the support of the rural poor, as- 
saulted the Congress for creating a situation of frustrated expectations 
that could push the country toward chaos and a communist takeover. 

Both sides focused their attacks on the prime minister as the personal 
embodiment of the Congress party’s promises to carry out an accelerated 
socialist transformation. The need to conciliate these extremes proved all 
the more difficult for Indira Gandhi. Unlike Mahatma Gandhi or 
Jawaharlal Nehru, she was not a charismatic leader whose popularity 
transcended conventional criteria of performance. She had, moreover, 
sacrificed — and indeed never earned — the personal esteem of her oppo- 
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nents. As the opposition turned to extraparliamentary agitations aimed at 
forcing elected governments from office, and as the Center responded 
with the ruthless suppression of the agitators, the shared consensus on 
legitimate methods of conflict disintegrated, destroying the essential 
condition for preserving accommodative politics. 

At the time that Mrs. Gandhi made her promise to “abolish poverty,” 
absolute poverty (defined in terms of per capita consumption of less than 
Rs. 40 per month at 1972 prices) afflicted at least two-fifths of the popula- 
tion, a minimum of 220 million people. ^ The vast majority of those liv- 
ing below the poverty line were concentrated in the rural areas, drawn 
about equally from the ranks of small and marginal cultivators and ag- 
ricultural laborers. 

Data collected for India’s first agricultural census in 1970/71 revealed 
that the number of very small holdings had recorded a significant in- 
crease over 1961/62 levels. As shown in Table 12-1 , one half of all opera- 

TABLE 12-1 

Size Distribution of Operational Holdings* 

1961/62 and 1970/71 


1961162 1970171 


Category of 
holding 

Size group 
(acres) 

Number 

% 

Area 

% 

Number 

% 

Area 

% 

Marginal 

less than 2.5 

39.07 

6.86 

50.6 

9.0 

Small 

2.5-4.99 

22.62 

12.32 

19.0 

11.9 

Semi-medium 

5-9.99 

19.80 

20.70 

15.2 

18.5 

Sub-total: small & semi-medium 


42.42 

33.02 

34.2 

__30.4 

Medium 

10-24.99 

13.99 

31.17 

11.3 

29.7 

Large 

25 acres 
and above 

4.52 

28.95 

3.9 

30.9 


Sources: The National Sample Survey, Number 140, Tables ivilh Notes on Some Aspects of 
Landholdings in Rural Areas (State and All-India Estimates), Seventeenth Round, September 
1961-July 1962 (Calcutta, 1966), p. 60; India, Ministry of Agriculture and Irrigation, De- 
partment of Agriculture, A// India Report on Agricultural Census, 1970-71 (New Delhi, 1975), 

p. 26. 

* An operational holding includes all land used for agricultural production as part of the 
same technical and economic unit, regardless of title, size, or location. 

tional holdings were less than one hectare (2.5 acres) in size, putting them 
in the category of “marginal and sub-marginal” units. Altogether, this 
bottom one-half of cultivators operated Just nine percent of the area. This 
distribution contrasted with the relatively more favorable pattern of 
1961/62, when about 39 percent of all holdings had been less than one 
hectare, accounting for about 7 percent of the land. The additional 19 
^ Planning Commission, Towards Self-Reliance, Approach to the Fifth Five Year Plan, p. 4. 
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percent of all cultivators who operated “small farms” — ^holdings be- 
tween one and two hectares in size — accounted for almost 12 percent of 
the area. The size of this group, whose prospects of becoming viable 
producers were most favorable with the help of government-subsidhed 
loans for the adoption of improved methods and/or ancillary farm occu- 
pations, by contrast, was slowly shrinking in number. Another major 
limitation on the spread of agricultural modernization imposed by the 
agrarian pattern was the high incidence of tenancy. An estimated one- 
quarter of the total cultivated land continued to be operated by share- 
croppers, with this proportion reaching as much as 40 percent in the 
densely populated rice regions.'* 

Data on agricultural laborers as a percentage of the total work force, 
although not strictly comparable from the 1961 census to the 1971 cen- 
sus, nevertheless suggested that the numbers of landless workers, like 
those of marginal farmers, were also on the rise. Even if a major part of 
the increase were to be discounted as an artifact of the changing defini- 
tions used from one census to the next,^ it is clear, as shown in Table 
12-2, that in absolute terms over 25 percent of all workers were agricul- 
tural laborers; and in the rice-growing areas, with the highest population 
densities (including Andhra Pradesh, Bihar, West Bengal, Kerala, and 
Tamil Nadu) the proportion of agricultural laborers had either reached or 
was approaching that of farmer-cultivators. 

An official survey of unemployment and underemployment conducted 
in 1972/73 showed that the numbers of unemployed wage-seeking labor- 
ers were approximately twice the size anticipated according to statistical 
projections based on 1961 census data. These earlier calculations had pro- 
jected levels of “surplus” manpower at about 17 percent of the agricul- 
tural work force. The new studies revealed that chronic underemploy- 
ment affected as many as one-third of all agricultural laborers.® 

Esrimates of the extent of sharecropping still rely heavily on the 1961 census. Experts 
on land tenure do not believe that the situation has changed significantly in recent years. See 
A. M. Khusro, Economia of Land Reform and Farm Size in India, p. 26. 'j' 

* The data collected for the 1961 and 1971 censuses are not strictly comparable because 
the definition of “cultivators” and “agricultural laborers” underwent some change from 
one enumeration to the next. In 1961, persons who were basically agricultural laborers but 
cultivated a tiny plot of land for some part of the work day were classified as “cultivators’ i 
under a criterion that stated, “the basis of work will be satisfied in the case of seasonal work 
like cultivation, if the person has had some regular work of more than one hour a day 
throughout the greater part of the working season.” In 1971, the criterion of work was 
changed to mean “the main activity of the person,” i.e., “how he engages himself mosdy^ 
Registrar General and Census Commissioner, Provisional Population Totals, pp. 27-28. 

® These data were generated through the Pilot Intensive Rural Employment Project 
launched by the Department of Community Development in 1972/73 as part of the gov- 
ernment’s Crash Scheme for Rural Employment. A survey of unemployment and under- 
employment was conducted in fifteen selected Blocks, each in difierent states, to get data 
representative for the country as a whole. India, Ministry of Agriculture, Department of 
Community Development, unpublished. 
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TABLE 12-2 


Agricultural Laborers and Cultivators as a Percentage 
of Total Workers according to the 1961 and 1971 Censuses 



1961 

1971 

1961 

1971 


Agricultural 




laborers 


Cultivators 

INDIA 

16.71 

25.76 

52.78 

42.87 

STATES 

Andhra Pradesh 

28.59 

37.40 

40.12 

32.23 

Assam 

3.59 

9.35 

63.18 

56.41 

Bihar 

22.97 

38.02 

53.87 

42.38 

Gujerat 

14.77 

22.06 

53.33 

43.01 

Haryana 

6.90 

16.23 

63.87 

49.28 

Himachal Pradesh 

1.41 

4.25 

80.68 

71.60 

Jammu & Kashmir 

1.21 

3.12 

75.70 

64.01 

Kerala 

17.38 

30.68 

20.92 

17.97 

Madhya Pradesh 

16.63 

_26.31. 

62.68 

52.13 

Maharashtra 

23.80 

28.98 

46.11 

35.09 

Mysore 

16.42 

25.73 

54.13 

39.73 

Nagaland 

1.14 

1.44 

88.22 

78.19 

Orissa 

17.01 

27.79 

56.82 

48.51 

Punjab 

9.65 

20.03 

46.24 

42.75 

Rajasthan 

Tamil Nadu 

4.11 

_9.10 

73.61 

63.59 

18.42 

29.13 

42.07 

30.97 

Uttar Pradesh 

11.30 

19.35 

63.88 

55.99 

West Bengal 

15.30 

25.75 

38.50 

31.75 


Source; India, Registrar General and Census Commissioner, Census of India 1971 , Paper 
1 of 1971 — Supplement Provisional Population Totals (Delhi, 1971), pp. 30-33. 


No solution to the problem of mass poverty was in sight from more 
rapid progress in the growth of the industrial sector. On the contrary, 
there was general agreement that “no foreseeable acceleration in the pace 
of industrial development in India [was] likely to produce enough jobs to 
make even a slight dent on rural unemployment and poverty over the 
next decade.”'^ Indeed, there was the likelihood of an increase in the abso- 
lute number of persons dependent on agriculture for their living, with 
the possibility that the pace of industrial growth might not be able to 
keep up with growing urban unemployment. By the mid-1970s, the 
total number of jobs generated within the organized sector both by pub- 
lic and private enterprises had stagnated at about 500,000 per year.® By 
contrast, estimates made in 1971 on the basis of population increases that 
had already occurred projected an additional 65 million entrants into the 

’’ B. S. Minhas, “Mass Poverty and Strategy of Rural Development in India” (Economic 
Development Institute, International Bank for Reconstruction and Development, March 
1971), mimeographed, p. 3. 

® Planning Commission, T/ie Fourth Plan Mid-Term Appraisal, i, 50. 
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labor force by 1986.^ There was, in addition, a backlog of unemploy- 
ment estimated at 18 million personsT® 

It had become increasingly difficult even to maintain the momentum 
of the earlier industrial expansion. Organized industry and mining still 
represented only 15 percent of Gross Domestic Output. Although pub- 
lic investment accounted for over 50 percent of paid-up share capital in 
the corporate sector, including the strategic areas of steel, heavy en- 
gineering, petroleum, and banking, the government’s drive to over- 
take the private sector as the primary engine of industrial growth was 
perceptibly slowing down. The Center’s growing difficulty in mobiliz- 
ing additional resources for outlays in core sectors of the economy was 
reflected in declining rates of aggregate real investment after 1966^^ and 
failures to meet expenditure targets in industry and mining during the 
Fourth Plan.^'^ Preliminary projections for the Fifth Plan aimed at achiev- 
ing industrial growth rates of about 8 percent per annum required not 
only that public investment more than double in size, but that private 
investment increase by almost three times previous levels. It was, how- 
ever, unlikely that the private sector would step up investment in core 
industries at the rate required. Over 50 percent of the assets of organized 
private industry were controlled by the approximately 1,200 business 
houses whose expansion government was committed to restrict in the 
interests of achieving the objective of social justice. Leaders of the busi- 
ness community, citing the “fear, uncertainty and discouragement to 
growth” created by the government’s stringent licensing policy (adopted 
in 1970 to prevent further economic concentration in the industrial sec- 
tor), plainly advised that “there is no alternative to Government review- 
ing their present industrial policy” as the condition of higher investment 
levels by private enterprise.^® 


® Planning Commission, Draft Fifth Fife Year Plan, 1974-79, Part I, p. 3. 

Fourth Fife Year Plan, A Draft Outline, pp, 106-108. 

” Agriculture still accounted for almost 46 percent of GDP; social services for another 28 
percent, and electricity, transport, and construction for the remainder. Draft Fifth Five Year 
Plan, 1974-79, Part I, p. 10. 

Lawrence Veit, India’s Second Revolution, p. 276. 

The increase in aggregate real investment dropped from an average of over 8 percent 
annually between 1960 and 1966 to under 2 percent per year between 1967 and 1972. See 
A. Vaidyanathan, “Constraints on Growth and Political Options,” Economic and Political 
Weekly, 12:38 (September 17, 1977), 1643. 

*** Actual Plan outlay under this head was Rs. 2,864 crores, compared to the original 
target of Rs. 3,377 crores. Ministry of Finance, Economic Survey 1975-76 (New Delhi, 
1976), p. 80. 

Draft Fifth Five Year Plan, 1974-79, p. 85. The ratio of public to private investment in 
the key mining and manufacturing sector on the basis of these projections would not have 
been more than 52 : 48, the lowest level since the early years of planning. 

“Suggestions for Accelerating Industrial Growth” (memorandum submitted by Tata 
Industries on May 17, 1972 at the request of the Government of India as to how best ind^- 
trial growth could be stepped up within the framework of the government’s soao- 
economic policies and programs with special reference to the joint sector concept), p. 16. 
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Even then, incentives to higher private investment in the industrial 
sector offered only the prospect of containing the problems of unem- 
ployment and underemployment already endemic in the rural areas. 
There was no possibility of gaining ground except through new poli- 1 
cies that could create additional job opportunities within the agricultural i 
sector. 

Such calculations were at the core of the new rural development pro- 
grams hastily incorporated in the Fourth Plan. At the prime minister’s 
initiative — and over the objections of the Planning Commission — a cen- 
tral committee consisting of representatives from the finance ministry, 
the food and agriculture ministry, and the Planning Commission agreed 
to approve a number of new central sector schemes. As early as July 
1970, when the final version of the Fourth Plan was belatedly accepted, 
the pilot experiment in establishing five-year projects for Small Farmer 
Development Age ncies (SFDA ) to provide central assistance for poten- 
tially viable farmers had already been expanded in coverage from 20 to 45 
selected districts. Under these projects, participating farmers became 
eligible for a wide array of subsidized loans from cooperative and/or 
commerical lending institutions, usually at the rate of 25 percent of the 
cost of production credit; investment capital (for minor irrigation, land 
improvement, and soil conservation schemes); and the introduction of 
subsidiary animal husbandry enterprises. 

The Planning Commission’s argument that it would be uneconomic to 
take up similar programs for submarginal farmers and agricultural labor- 
ers was set aside for political considerations. An additional forty projects 
for Margii ^ Farm ejs_and ^Agricultural Laborers (MFAL) were subse- 
quently authorized in differeht~distr1cfs“ througFiOTt the country, these 
projects to provide participants with subsidies of one-third the cost of 
adopting improved production practices and/or taking up subsidiary 
farm occupations, especially cattle raising, poultry farming, piggery, and 
goat and sheep raising. 

Other central sector schemes soon followed. A three-year experi- 
mental Crash Sch eme fo r Rural Employment (CSRE) was started in 
Ap ril 19 Z-l-to generate employanenFfor onC'rlTOTlsandqrersonTperyear in 
every district of the country. This was followed^ December 1971 by a 
new D rought-Prone Areas Program (DTAT?) which aimed at mitigating 
the hardship of the'ruwl'pb^lation inTHeTeventy-four chronically af- 
flicted districts by providing subsidies on the cost of wage-labor works in 
irrigation, soil conservation, and road construction and individual sub- 
sidized loans to small and marginal farmers for land improvement 
schemes. 

The central sector schemes, which involved the government in addi- 
tional financial commitments of Rs. 371 crores^’ — at a time when the re- 

Each of the 40 MFAL agencies was budgeted at Rs. 1 .5 crores per district for the proj- 
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sources position under the Fourth Plan was already severely strained — 
were clearly inadequate by themselves to redeem the Congress party’s 
election pledges of improving the income and consumption of the “large 
masses of people.” Funds provided for all the SFDA/MFAL projects 
were sufficient to reach a total of litt le mor e than 3 million agriculturists 
over a five-year period. By contrast, the number of small and marginal 
farmers operatingjioldings-of-les^t^l^ five a cres totaled over 4 9 million. 
The centrarlector rural works projects, whether under the'CSlRE or 
DPAP schemes, suffered from similar financial limitations. Compared to 
budgeted outlays of Rs. 150 crores over three years of CSRE, and Rs. 
161 crores during the Fifth Plan for DPAP, the cost to government of 
mounting a full employment program in the rural areas was estimated at 
Rs. 10 lakhs for each of India’s 5,265 Blocks, or well over Rs. 500 crores 
per year.^® 

Even if it had been possible to provide funds of the required mag- 
nitude, moreover, it was. extremel y unlikely that the expenditure would 
have resulte ^in hi gh er leveb ^of productivity that ^uld p^ manently in- 
cr'easeThe income and consu mption of t he^ ^oresrdasse s.^^^’ffhe-possibil- 
it^ of using loan subsidy programs to achieve the long-term economic 
viability of large numbers of marginal farmers and agricultural laborers 
was quite small-ia-aD..agr.QHgj:Q Domic environment where the majority of 
agriculmpsts-h ^ no l^d or very litrie land to otter as secunty tor Iffans . 
As iri'^rlier credit schemes, participatin^tarmers could receiVe'sub- 
sidized loans above an up per limit only against mortgages on la nd. Simi- 
larly,, affsharecroppers were ineli gible for subsidized irrigation loans, and 
only recorde d' sh afecpbppers couK^quahfy for subsidized production 
; creditT At the same time, the small size and fragmentation of individual 
holdings prevented even ehgible small landowners from taking advan- 
tage of subsidized rates for installing tubeweUs or other minor irrigation 
works in areas with plentiful groundwater supplies. Even in cases where 
a group loan was arranged to create an efficient operational unit among 
contiguous holdings, the main purpose of the scheme in benefitting small 
and marginal farmers was diluted by the practical necessity of including 
' neighb oring “nm dium ” and “large” farmers as participants. 

ect period. The total cost of the CSRE and DPAP schemes was budgeted at Rs. 150 crores 
and Rs. 161 crores, respectively. 

This estimate was derived from the data collected by the Pilot Intensive Rural Em- 
ployment Project conducted by the Ministry of Community Development in 1972/73 and 
cited above (note 6). 

The assessment of the SFDA/MFAL projects on criteria of economic viability, pre- 
sented in the following paragraphs, is based on data for farm budgets collected in my mter- 
views with participants in SFDA and MFAL projects. Summer 1973, in Madurai (Tamil 
Nadu), Cuddapah (Andhra Pradesh), Purulia (West Bengal), and Mathura (Uttar Pradesh). 
The field trips were authorized by the Planning Commission, and were arranged at the 
local level by the project officer. 
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The prospect of ensuring the economic viability of marginal cul- 
tivators through s ubsidized l oans for subsidiary occ upations-in -animal 
husbandry tvas not much more favorab le. The economics of many of 
these enterprises were problematical at the outset. The profitability of 
such activities (such as raising milch cattle, poultry, goats, and/or 
piggery), was reduced by a number of factors, including scarcity of im- 
proved breeds, lack of large-scale scientific facilities for feeding and 
treatment of disease, financial inability of many small farmers to afford 
optimum levels of feed, or even to keep their stock for sale until they 
matured in size and weight, and not least of all by the marketing struc- 
ture in the hands of local middlemen who absorbed a major share of the 
profit. Those participants who did make some gains after expenses off 
the new enterprises, moreover, tended to spend their additional incomai 
for some modest improvement in consumption and/or to repay loans! 
taken from private moneylenders. On the whole, the central sector] 
SFDA/MFAL projects could not be distinguished from social welfare 
programs that temporarily — for the duration of the subsidy scheme^^ 
increased the consumption of impoverished participants, but could not 
create additional opportunities for productive employment to raise their^ 
income permanently. 

The central sector rural works projects came up against similar con- 
straints ofthe agraTTan structure in accomplishing basic improvements in 
agricultural infrastructure that could spur a more rapid rate of growth 
and generate higher levels of permanent employment. The majority of 
rural works taken up for construction under the CRSE and DPAP 
schemes were make-work projects — ^usually roads — with site selection 
determi ned on the criteria of where workers were locat ed, not wfere a 
project was especially needed. Such a limitation was inevitable so long as 
laborers — some of whom owned tiny fragments of land — remained tied 
to the ir villages a nd coul d only work 'dh schemes within walkinff^is- 
tance, at most a radiuToTtwo or three miles. Irwas, moreover, virtually 
impossible even within the village area to take up productive overhead 
labor investment projects in soil conservation and water development so 
long as land was cultivated within an agrarian pattern of small and scat- 
tered individual holdings. 

The conflict between economic goals of increasing aggregate growth! 
rates and political priorities of raising mass consumption levels paralyz^ 
the planning process. The planners, already alarmed by the reversal of 
liberal industrial licensing policies in 1970, soon became convinced that 
the proliferation of new central sector schemes in agriculture would 
siphon off sufficient funds to jettison their entire growth strategy. But 
they could not prevail against the prime minister. Immediately after Mrs. 
Gandhi’s landslide election victory in March 1971, all the members of the 
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Planning Commission, including its deputy chairman, D. R. Gadgil, 
submitted their resignations. 

The way was clear, once again, for Mrs. Gandhi to reconstitute the 
Planning Commission. This time her choice for the position of deputy 
chairman, C. Subramaniam, the architect of the new agricultural strat- 
egy, met no opposition. The new Commission continued to emphasize 
its limited advisory role. Those appointed to membership included emi- 
nent economists who fulfilled their mandate to function as an “expert” 
body. Nevertheless, in contrast to their predecessors, the new members 
took their point of departure from the overriding pohtical objective set 
down by Subramaniam in his dual capacity as deputy chairman and 
minister of planning, that of redeeming the Congress party’s election 
pledge to remove poverty. 

The government began to cast around for “new directions” in eco- 
nomic policy. Mrs. Gandhi, arguing that an “increase in GNP must be 
considered only as one component of a multi-dimensional transforma- 
tion of society, assigned highest priority to the political task of carry- 
ing out a “speedier program to usher in socialism.” Otherwise, she 
warned, evolutionary improvements based on the “gradual percolation 
of better living” to the lowest income groups would take a long time and 
wear thin the patience of the poor.^^ Such pronouncements amounted to 
a political directive for reorienting economic policy to ensure basic 
minimum standards of consumption to the poorest sections of the popu- 
lation. 

The Planning Commission’s May”^ 1972 paper, “Towards Self-Reli- 
ance, Approach to the Fifth Five Year Plan,” dutifully restated “the basic 
premise of our Five Year Plans” as “development along sociahst lines to 
secure rapid economic growth and expansion of employment, reduction 
of disparities in income, wealth, prevention of concentration of eco- 
nomic power and creation of the values and attitudes of a free and equal 

!(' Mrs. Gandhi, in April 1972, delivered what was considered a landmark speech to 
FICCI, apparently accepting the view then being advanced by Mahbub al-Haq, a senior 
adviser to the Economics Department of the World Bank, that “hot pursuit of GNP 
growth” by the underdeveloped countries, on the assumption that distribution could be 
adjusted later, had led to worsening poverty and explosiv^e political discontent. Although 
Mrs. Gandhi did not mention Haq’s name in her speech, her thesis closely paralleled his 
argument in asserting that “ ‘growthmanship’ which results in undmded attention to the 
maximization of GNP can be dangerous for the results are almost always social and political 
unrest.” For a report of Mrs. Gandhi’s speech, see Sarwar Lateef, “The New Economics 1 
Disenchantment with Growth,” The Statesman, April 12, 1972. Haq's \news were pub- 
lished under the title “Employment in the 1970’s: A New Perspective,” International Devel- 
opment Review (December 1971), pp. 9-13. 

Twenty-eighth Meeting of the National Development Council, May 30 and 31, 1972, 
Snmmar)’ Record, excerpt from remarks by Indira Gandhi, p. 49. 
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society.” It also elaborated a strategy of development that was “directly 
anchored to the objective of removal of poverty in the Fifth Plan.”^^ 

The policy framework advanced by the Planning Commission for rec- 
onciling goals of economic self-reliance and removal of poverty once 
again raised the insoluble issues of institutional changes set aside in the 
decade since Nehru’s death. The “new” directions in planning required 
policies that in several aspects were virtually indistinguishable from the 
proposals for basic social transformation incorporated into the Second 
and Third Five-Year Plans. There was, to begin with, the need to pro- 
vide the maximum possible productive employment in the rural areas 
“in a way that the assets created increase productivity and the welfare of 
the people. This criterion necessarily incorporated land reforms. It in- 
volved “redistribution in favor of the poor, in part by providing the 
self-employed with the wherewithal to achieve greater productivity 
from land and also through a program of land redistribution and other 
transfers.”^'’ Subramaniam, who formulated the Approach document 
with a ceiling in mind of ten acres on the best-irrigated, double-cropped 
land, and a maximum in other categories of not more than 20 or 30 acres, 
hoped that the new legislation mi ght yield some 40 million acres fo r re- 
distri bution, abo ut 12'percent of the cultivated land.^ These expecta- 
tions went tar" beyond refornis that had been previously achieved 
through the legislative process. By 1972, a total of only 2.3 million acres 
of surplus land had been formally transferred from private landowners to 
government under land ceiling legislation enacted by the states.^® Yet 
even under conditions of a land reform on the scale projected, the \ 
number of rural people living below the poverty line would be directly 
reduced from about two-fifths to one-third. 

The remaining one-third of the rural poor were expected to improve 
their level of living as a result of a gain in employment opportunities 
generated in the wake of agrarian reform. Although the Planning Com- 
mission carefully refrained from linking land reforms to the formation of 
cooperative farms, it was nevertheless clear that the employment pro- 
gram required some degree of change in agrarian organization to provide 

Towards Self-Reliance, Approach to the Fifth Five Year Plan, pp. 3-4. 

^^Jbid.,p.7. ^*Ibid.,p.l. 

Subramaniam became persuaded that a land reform of this magnitude was possible 
after Mrs. Gandhi’s landslide election victory created the impression that the central gov- 
ernment could use its popular mandate to carry out meaningful reform. Interview, New 
Delhi, June 15, 1973. Also see Sarwar Latccf, “Land Ceiling,” Statesman, May 22, 1972. 

Planning Commission, Report of the Task Force on Agrarian Relations, p. 96. 

This estimate is a projection for 1969/70 computed by the Indian economist B. S. 
Minhas on the assumption that a ceiling is placed on household ownership holdings of 
twenty acres. B. S. Minhas, “Mass Poverty and^^trategy of Rural Development in India,” 
p.7. ^ 
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opportunities for land and water development schemes that cut across 
the boundaries of individual fragments and farms. The planners pro- 
posed to accomplish this goal by redefining the unit of agricultural plan- 
ning — although not of ownership — as an area having homogenous land 
and water resources; and then integrating the various development 
schemes into a “comprehensive program of land consolidation, land and 
water development, drainage and other infrastructural activities in the 
rural areas. These technocratic schemes were themselves to be com- 
bined with the central sector programs like SFDA, MFAL, CSRE, and 
DPAP in order to ensure that “the large mass of the rural people, particu- 
larly the small farmers, marginal farmers, agricultural laborers are en- 
abled to participate in development and share the benefits of such devel- 
opment.”^^ 

The new proposals, like the earlier pohcies that preceded them, rested 
on recommendations for the creation of a “parallel organization of a 
credit system”^® to meet the developmental needs of small farmers, mar- 
ginal farmers, agricultural laborers and artisans. According to the scheme 
approved by the minister of agriculture^^ and circulated for comment to 
the chief ministers of the states in August 1972, Farmers Service Societies 
were to be organized to serve a minimum population of 10,000 persons 
and provide integrated credit services for both agriculture and ancillary 
farm enterprises to small and marginal cultivators, agricultural laborers, 
and artisans. All cultivators within the new society’s jurisdiction were to 
be eligible for membership — except those individuals who were already 
members of another primary cooperative. But two-thirds of the man- 
agement of the new societies were to be selected from among members 
defined by the registrar as small farmers, marginal farmers, agricultural 
laborers, or rural artisans. According to government guidelines, only the 
new Farmers Service Societies were in the future to be eligible for finan- 
cial contributions from state governments toward share capital, salaries 
of managerial and technical personnel, and construction of facilities such 

Towards Self-Reliance, Approach to the Fifth Five Year Plan, p. 8. 

Planning Commission, “Integrated Agricultural Development Projects in Canal Irri- 
gated Areas, Interim Report by the Task Force on Integrated Rural Development” (Sep- 
tember 1972), mimeographed, p. 6. 

D. P. Dhar, who succeeded Subramaniam as minister of planning, proposed to redi- 
rect the flow of facilities and inputs to the rural areas from the larger agriculturists to the 
landless laborers and small and marginal farmers by having a parallel organization of credit 
cooperatives “because the present cooperative movement, in many places, is in the hands of 
richer sections of the rural society.” All India Congress Committee, AICC Central Train- 
ing Camp, Narora: November 22-24, 1974, “The Economic Outlook” (New Delhi, Janu- 
ary 1975), pp. 41-42. 

India, Ministry of Agriculture, Department of Agriculture, “A Note on Recommen- 
dations of the National Commission on Agriculture in their Interim Report on Credit Serv- 
ices for Small and Marginal Farmers and Agricultural Laborers,” April 16, 1973, mimeo- 
graphed. 
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as godowns. The societies were expected to provide all categories of 
credit — short, medium, and long-term loans; procure, purchase, and 
supply scarce agricultural inputs, especially fertilizers, funneled to them 
from government stocks; procure, purchase and sell agricultural, dairy, 
and animal husbandry products directly or through marketing societies; 
operate processing units, maintain godowns, and organize common 
services, particularly the hiring of agricultural machinery. Over the long 
run, the agriculture ministry anticipated that the new societies would 
displace the existing primary cooperatives as new members or nonbor- 
rowing members of the existing societies became “persuaded to join the 
Farmers Service Society. 

The recommendations for large-scale land redistribution and forma- 
tion of Farmers Service Societies were combined with renewed proposals 
for a comprehensive scheme of state trading in foodgrains and other es- 
sential commodities. The Planning Commission envisaged the takeover 
of the wholesale trade in wheat and rice, and the buildup of additional 
machinery for public procurement and distribution of standard cloth, 
sugar, and edible (cooking) oils. Such a public procurement and distribu- 
tion system provided the keystone of the Fifth Plan’s effort to achieve 
conditions of price stability essential to planned growth, even while rais- 
ing the purchasing power of the poorer sections by ensuring the availabil- 
ity of basic consumption items at controlled prices. These recommenda- 
tions for a substantial expansion in the public-sector role in trade and 
distribution were linked with proposals to reorient industrial output 
away from “elitest” items of consumption toward products of mass con- 
sumption. Not only would such new production priorities satisfy the 
basic needs of the poorer classes, but they would also provide a needed 
stimulus in a wider home market for higher investment levels in 
industry. 

The policy frame of the Fifth Plan, including plans for land redistribu- 
tion, organization of Farmers Service Cooperatives, public procurement 
and controlled distribution of essential commodities, and a pattern of in- 
dustrial output aimed at providing the basic consumption requirements 
of the poor, was similar in several respects to the development strategy 
adopted in the first three Five Year Plans. Still, there was a significant 
difference in approach. The planners’ sense of political realism, their own 
lack of ideological commitment to cooperation as a social ideal, and not 
least important, their confidence in the powers of modern technology to 
make small farmers into viable producers once they were provided with 
low-cost credit, services, and complementary public infrastructure, led 
them to endorse an agrarian pattern based on small family farms. But in 
the absence of Joint village management and/or any effective village in- 
/!)/(/., p. 3. 
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stitutions to coordinate the economic activities and recover the costs of 
area development schemes from local contributions in capital and man- 
power, the new proposals required an extraordinary infusion of adminis- 
trative and financial resources into the rural sector. Not only survey and 
design, but also the construction of land and water development projects 
had to be carried out from above, under the direction of the district de- 
velopment administration and the state governments. The costs of carr^f- 
ing out these rural development works on a village-by-village basis had 
to be squeezed out of Plan allocations for agriculture and irrigation. 

The financial requirements of the new policies were raised further by 
recognition that even if all these schemes succeeded in generating sub- 
stantial new employment opportunities for the poor, they would still not 
carry out a sufficiently sweeping redistribution of income to permit the 
majority of workers to buy all their essential goods and services. The 
planners therefore argued that the program for providing larger income 
and employment for the rural poor would have to be augmented by “a 
national plan for the provision of social consumption in the form of edu- 
cation, health, nutrition, drinking water, housing, communications and 
electricity up to a minimum standard. Yet, as the planners also 
pointed out, the cost of these programs, while essential for making a 
substantial impact “on the progress toward the objective of ‘Garibi 
Hatao,’ ” represented only a comparatively small part of the total Plan. 
New investments to achieve an adequate rate of growth in agriculture, 
industry, transport, and communications still had to be taken into ac- 
count. 

The Draft Fifth Five Year Plan, completed by the Planning Commis- 
sion in late 1973 under the direction of D. P. Dhar, Subramaniam’s suc- 
cessor,^'* was more specific in assessing the financial implications of the 
new policies. Overall, the minimum outlays required to make some 
progress toward goals of social equity, while maintaining a moderate 
rate of growth of GNP at 5.5 percent per annum (including sectoral 
growth rates in industry of about 8 percent, and in agriculture of approx- 
imately 4 percent annually) amounted to Rs. 31,400 crores for invest- 
ment and Rs. 5,850 crores for current expenditure. The total sum of Rs. 
37,250 crores represented more than twice the size of Fourth Plan out- 
lays. According to the planners, at least 95 percent of this amount had to 
be financed from domestic resources. They did not believe, moreover, 
that economic conditions over the next several years would permit the 

Towards Self-Reliance, Approach to the Fifth Five Year Plan, pp. 3-4. 

Subramaniam stepped down as deputy chairman of the Planning Commission in Au- 
gust 1972 to assume a new Cabinet post as minister of industrial development. He was suc- 
ceeded by D. P. Dhar, then chairman of the Policy Planning Committee in the e.xtemal 
affairs ministry, a Marxist who advocated higher priority for public investment in basic and 
heavy industry and closer economic ties to the Soviet Union as a source of assistance. 
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use of deficit financing. Yet, estimates of resources for the public sector 
from all sources, including balances of current revenues, surpluses of 
public enterprises, market borrowings, small savings and loans, and 
credits from financial institutions and banks — although flawed as usual 
by overly optimistic assumptions — still left a gap of Rs. 6,850 crores. 
This remainder had to be filled by additional resource mobilization, es- 
timated at Rs. 4,300 crores at the Center and Rs. 2,550 crores at the state 
level. 

Possible measures for increasing government revenues had all been 
recommended in previous Plans. They included proposals to raise the 
surpluses of public-sector enterprises by price increases in electricity, 
commercial irrigation, freights, and fares; measures to streamline tax 
administration in order to minimize evasion and avoidance; and direc- 
tives for the adoption of “stringent measures” to prevent the further ac- 
cumulation of black money. 

The major instrument for augmenting the stream of disposable income 
at the government’s command, however, remained that of additional 
taxation. Between 1965/66 and 1973/74, tax revenues had increased only 
slightly, from 14.1 percent to 14.8 percent of GNP.^® Repeated recourse 
to indirect taxation had reduced the scope of further increases from this 
source. The yield from indirect taxes in 1973/74 had reached 11.8 percent 
of GNP, compared to the yield from direct taxes of no more than 3 per- 
cent of GNP.^’^ During the Fifth Plan, a “major thrust”^® of additional 
resource mobilization had to be toward raising the low yield of direct 
taxes. 

Apart from proposals to increase taxes on urban property, the planners 
came back to the necessity of measures for imposing direct taxes on ag- 
riculture. Indeed, the greatest limitation on the government’s ability to 
mobilize adequate domestic resources for development was its almost 
complete lack of success in siphoning off a significant proportion of addi- 
tional income generated by large development outlays in agriculture. Al- 
though agricultural income still accounted for about 45 percent of GNP 
at the end of the Fourth Plan, the share of total tax revenues contributed 
by direct agricultural taxes was less than 1 percent.®® Once more, the 
planners proposed measures for tapping a part of the additional incomes 
of agriculturists, ranging from a graduated agricultural holdings tax to 
imposition of a surcharge on land revenue, cesses on commercial crops, 
and collection of a betterment levy. 

Even before the Draft Fifth Five Year Plan had been completed, it be- 
came clear that the government lacked the organizational capacity to 

Draft Fifth Five Year Plan, 1974-79, Part I, pp. 56-59. 

Ibid., p. 46; The Fourth Plan — Mid-Term Appraisal, p. 38. 

Ibid., pp. 44-45. Ibid., p. 44. 

Ibid., p. 59. 
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carry out economic reforms required for the implementation of its social 
policies. The familiar political pattern of the Nehru years reappeared. 
The national Congress party approved, without dissent, resolutions 
endorsing the outline of the Planning Commission’s approach to self- 
reliance and removal of poverty''® — ^and then failed to provide the leader- 
ship required at the state level to implement the policy framework essen- 
tial for achieving these goals. 

There was, perhaps, no more clear yardstick for measuring the gov- 
ernment’s capacity to carry out policies aimed at reducing inequalities 
than its explicit promise during the March 1972 state elections to revise 
existing land ceiling legislation and implement a substantial land redistri- 
bution program."*^ After the elections, however, by the time the Center’s 
land reform proposals had worked their way through an extensive con- 
sultative process, involving several rounds of negotiation with the state 
chief ministers and presidents of the Pradesh Congress Committees, the 
new formulas accepted once again provided considerable latitude. The 
promise of the 1971 election manifesto to impose a ceiling range of 10 to 
18 acres on family holdings of perennially irrigated land or land capable 
of growing two crops, was redeemed. Yet, much more liberal ceilings 
were permitted for other classes of land, which made up the overwhelm- 
ing proportion of the cultivated area. Apart from an exception for or- 
chards, ceiling limits were established at 27 acres for land having irriga- 
tion facilities for one crop, increasing to a maximum of 54 acres for the 
most inferior dry land holdings. The upper limits, moreover, were 
applied to a family of five persons, while allowing an allotment for each 
additional minor child up to a maximum of t\ vo^ti mes the ceiling limit, 
ahd"an additional unit up to the size'of the ceiling level for each unmar- 
ried adult child. 

The AICC’s “Resolution on Economic Policy,” adopted at Gandhinagar (Gujerat) in 
October 1972, endorsed the main elements of the increased employment strategy set down 
in the \ 912 Approach to the Fifth Five Year Plan. It put a deadline ofDecember 31, 1972, for 
enacting legislation to lower ceiling limits on land; gave full approval for government 
takeover of the wholesale trade in foodgrains and organization of an e.xtensive public distn- 
bution system for selected essential commodities; reiterated the highest priority in indus- 
trial development for the full utilization and creation of new capacity in basic industries, 
and recognized that “there can be no escape from a massive taxation effort to finance rising 
levels of public investment.” AICC, Congress .Marches Ahead — VII , pp. 63-72. 

The model preferred by the central government for the new state ceiling laws was the 
West Bengal Land Reforms (Amendment) Act, 1972, introduced by the Center under the 
emergency powers vested in it during the period of President’s Rule. The act had estab- 
lished an upper limit of 17.5 acres on ownership of all classes of agricultural land (e.xcept 
orchards) for a family of five persons , allowing 1 .7 acres for each additional minor child up 
to an absolute ceiling of23.5 acres. It provided an additional 8.7 acres for each adult unmar- 
ried family member. 

Department of Agriculture, Land Reforms Division, “Salient Features of Laws on 
Ceiling on Agricultural Holdings,” undated, mimeographed. The major features of the 
new land ceiling legislation were reported in the press. See The Statesman , }u\y 23 and 24, 
1972; October 9, 1972. 
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The revised land ceiling acts, passed by the state legislatures in 1972 
and 1973, were something less than the “important advance”'’^ claimed 
for them. The relatively generous levels allowed for ownership of par- 
tially irrigated and dry farm land, combined with additional allotments 
for minor children and unmarried adult family members, all superim- 
posed on a landownership pattern that had already been transformed by 
partitions and transfers of holdings to avoid the first round of ceiling 
legislation in the 1960s and the impact of the new laws that were first 
signaled in 1971, resulted in a modest amount of land for redistribution. 
Altogether, a maximum of four million acres — abo ut one p ercent of the 
cuTtivateH^ area — was expected to become a vailabl e for r^istributign r^ 
In practice, slow implement^on of ceiling laws, as landowners ques- 
tioned the validity or the specific application of the new laws in the 
courts, meant that by 1975 only 62,000 acres had actually come i nto the 
possession of the stales?*^^ " 

Other pfo^sals by the Ministry of Agriculture to establish Farmer 
Service Societies for providing integrated credit, supplies, and other 
common services at subsidized rates to small and marginal farmers and 
agricultural laborers languished amid delays by the chief ministers in 
providing comments to the Center. Under an agreement ultimately 
worked out in 1973, the scheme was taken up on a pilot basis in a few 
selected areas, with the expectation that only a few hundred would be 
organized during the Fifth Plan. The Center’s recommendations to the 
states for raising the yield from direct taxes by imposing a graduated tax 
on agricultural income were not so much rejected as ignored. 

The most dramatic — and costly — defeat suffered by the government, 
however, was on the policy of state trading in foodgrains. The state chief 
ministers, placed under constant pressure from the prime minister and 
her closest economic advisers to make a beginning in taking over the 
wholesale trade in foodgrains, gave “unanimous approval”'*® to the Cen- 
ter’s plans for banning the private wholesale trade in wheat and rice from 
the 1973/74 season. Under the plan introduced for the procurement of the 
wheat crop during the spring and summer of 1973,'*^ all private dealers 
were “delicensed and banned” from the wholesale wheat trade; each 
surplus wheat state or surplus district within a deficit state was estab- 
lished as a separate trading zone to facilitate government procurement; 
only the FCl or other public agencies could purchase wheat in wholesale 
quantities at the fixed government procurement prices, or move stocks 
across zonal boundaries into the major consuming centers of deficit 
states. 

The Statesman, November 28, 1974. Ibid. 

The Statesman , March 31,1 975, The Statesman , February 27, 1 973. 

A vivid account of the scheme's objectives and the reasons for failure in the procure- 
ment campaign is provided in Wolf Ladejinsky, “The Failure of the Wheat Trade 
Takeover,” August 13, 1973, mimeographed. ‘ 
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The scheme met with immediate resistance. It had been introduced, 
partly by inadvertence, at a particularly unfavorable time. Wheat produc- 
tion, which over the previous four years had been increasing by three to 
four million tons per annum, unexpectedly began to stabilize at the exist- 
ing level of about 26 million tons. The smaller than expected wheat crop 
of 1973 came on the heels of declining levels of production in coarse 
grains and rice during the previous two years, spurring a sharp rise in the 
prices of all foodgrains. The procurement price of Rs. 76 per quintal for 
Mexican varieties, which had matched open market prices for wheat in 
previous seasons, fell far short of black market rates of Rs. 120 to 170 per 
quintal prevailing in many areas in 1973. Farmers who were unwilling to 
sell their grain at the fixed procurement price, moreover, had other alter- 
natives. Many private traders continued to operate illegally. Some 
wholesalers advanced funds to the larger producers, who kept stocks on 
their behalf until they could be gradually smuggled out of the villages. 
Others took advantage of loopholes in the law to apply for licences as 
retail dealers, and carried out their trading operations in several small 
transactions. 

The state governments, by contrast, had no organizational apparatus 
at the village level to enforce a producers’ levy against hoarders or to 
move against smugglers. Indeed, many of the ruling party’s own work- 
ers, including MLAs and MPs, were actively circumventing government 
controls, abetted by state inspeaors stationed along the routes into mar- 
ket towns who turned a blind eye toward smuggled stocks in exchange 
for the appropriate sum. 

Inevitably, as the government procurement effort faltered in achieving 
little more than half of its original target, wheat started to disappear from 
the market. Supplies for the public distribution system dramatically de- 
clined. Rations from fair-price shops had to be reduced to minimal 
levels, and even these small amounts could often not be supplied in scar- 
city areas. Foodgrain prices, which had risen only moderately during the 
first three years of the Fourth Plan, jumped by 13 percent between 1972 
and 1973, and by 29 percent between 1973 and 1974.^^® The central gov- 
ernment, which had delayed in arranging adequate imports to supple- 
ment depleted stocks, had no alternative but to retreat. Proposals for 
state takeover of the wholesale trade in rice were abandoned by Septem- 
ber 1973. The return to private trade in wheat was announced in March 
1974. As a result, government procurement prices for both major food- 
' grains had to be substantially increased in light of inflationary'' open mar- 
ket prices, making it necessary to impose another increase in issue prices 
from fair price shops to reduce the drain on government finances of 


Ministry of Finance, Economic Surrey, 'i915-16, p. 92. 
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higher subsidies. The poorest sections of the population, those who were! 
the intended beneficiaries of the government’s public distribution policy, 1 
became the first victims of its failures of implementation. 

The government’s capacity to carry out a planned development effort 
aimed at achieving goals of growth and distribution was dramatically de- 
clining. During the 1960s and early 1970s, the average rate of growth of 
Net National Product at constant prices was somewhat less than the level 
that had been reached in the early years of planning. Annual increases 
during the First Plan (1951-1956) and the Second Plan (1956-1961) of3.4 
percent and 4 percent, respectively, contrasted with gains during the 
Third Plan (1961-1966) of 2.6 percent, and after a three-year Plan holi- 
day, with the progress during the Fourth Plan (1969-1974) of 3.3 per- 
cent.'’® These reverses were accompanied by a sharp deceleration in the 
rate of industrial production — from an average annual increase of over 8 
percent in 1956-1961 to less than four percent per annum during 1969- 
1974 so "Phis picture was brightened by two important achievements. 
Public-sector enterprises as a whole broke even for the first time in 
1972/73, and in subsequent years earned modest pretax profits. Exports 
also recorded a rising trend that reflected a growing capacity to compete 
in markets for nontraditional products, promising long-term im- 
provements in the balance of payments position. 

Nevertheless, the stimulus to the industrial sector from the creation of 
heavy industries under the import-substitution strategy had been largely 
exhausted. By the early 1970s, the logic of rapid industrial growth dic- 
tated a substantial diversification of output in the direction of mass con- 
sumer goods. The prospect of altering the production pattern in this 
manner depended on increasing agricultural productivity, both to solve 
the problems of raw materials shortages and to generate additional de- 
mand. Higher rates of employment, income, and consumption in the 
rural sector had come to constitute the conditions of accelerated eco- 
nomic growth, no less than social justice. Even the most enthusiastic ad- 
vocates of the new agricultural techniques acknowledged that “the ben- 
efits of growth have to be diffused among a much wider population. 
Otherwise, all that you get are small pockets of affluence with very little 
spread effect to the rest of economy, and in Indian social conditions, no 
assurance that even this small class will use their additional income for 
productive purposes.’’^’ 

Ibid., p. 59. 

Ministry of Finance, EfOfiomiV Siiri'e)’, 1974-73 (New Delhi, 1975), p. 10. 

Interview, B. Sivaraman, member. Planning Commission, June 18, 1973. Sivaraman, 
as secretary of agriculture in the food and agriculture ministry under Subramaniam's ten- 
ure, supervised the implementation of the new agricultural strategy and was one of its most 
enthusiastic advocates inside the goverment. 
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/ Indeed, by the end of the Fourth Plan, the clear outlines of an enclave 
pattern was emerging that threatened to harden into a permanent separa- 
tion between a small high-productivity sector, both in industr}' and ag- 
riculture, and a vast agricultural hinterland in which the majority of the 
work force struggled with primitive techniques to meet their subsistence 
requirements. In industry, a substantial segment of the modem sector 
was suffering from under-utilization of capacity. There was a steep drop 
in the production of coal and lignite, and stagnation in several major in- 
dustries, including textiles, iron and steel, industrial machinery, fertihz- 
ers, petro-chemicals, petroleum, and railroad and other transport 
equipment. Apart from declining demand for capital goods as the level of 
public investment stagnated, other bottlenecks to the efficient use of in- 
dustrial capacity were created by shortages of agricultural raw materials, 
unstable supphes of power, and transportation problems. Not least im- 
portant, as inflation eroded the real income of factoty workers, a grow- 
ing spate of industrial strikes by 1974 cost industry more than 31,000,000 
man-days lost per year.^^ 

Above all, however, it was the unsatisfactoty performance of agricul- 
ture that provided the “most important factor contributing both to the 
stagnation of national income as well as to the inflationary pressures of 
the economy. The relatively rapid gains in agricultural production 
generated by the improved technology introduced during the mid-1960s 
soon slowed down. Wheat production, which more than doubled in size 
between 1965/66 and 1971/72 began to show a declining trend after 1972/ 
73,®'’ in the face of depleted soil fertihty, shortages and rising prices of 
fertilizers, problems of rust disease, and power cutbacks that shut down 
electric pumps. Rice output which increased at an annual compound 
trend rate of 2 percent during 1961/62 to 1973/74®® did not show any vis- 
ible impact from the introduction of the new agricultural strategy, de- 
spite the fact that targets for steady expansion of the area under the 
high-yielding varieties of paddy were fulfilled. After a dramatic initial 
spurt in foodgrains production, which reached a record level of 108 mil- 
lion tons in 1970/71, output declined. Harvests in 1973/74 — following a 
succession of poor-weather years — ^were somewhat smaller than in 
1970/71.®® The overall rate of growth in foodgrains production at 2.7 
percent per annum®'^ was weU below the Fourth Plan target of 5 percent. 
In retrospect, the planners felt compelled to acknowledge the vahdity of 

Ministry of Planning, Basic Statistics Relating to the Indian Economy, 1950-51 to 1974-/0, 

P- 

Economic Sun’e)’, 1915-76, p. 5. 

Basic Statistics Relating to the Indian Economy, 1950-51 to 1974-75, p. 25. 

Planning Commission, Fi/r/i Five Year Plan 1974-79, p. 5. 

Production of foodgrains in 197071 reached a peak level of 108.4 milhon tons, but 
dropped back to 103.6 million tons in 1974/75. Economic Survey, 1974-75, p. 6. 

Ibid., p. 6. 
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the earlier emphasis on institutional changes rather than larger invest- 
ments in intensive agricultural areas as the better approach to achieving 
more rapid gains. Assessing the record of agricultural progress over the 
period of the Five Year Plans, when growth rates declined from 3.3 per- 
cent per annum in the 1950s to 2.1 percent per annum in the 1960s,®® they 
could find “little evidence to suggest that a rural development strategy 
that is somewhat concentrated and selective in geographical spread is 
more effective. Our agricultural performance was superior in the first 
decade of planning when with the community development scheme we 
deliberately spread out resources thinly in order to reach as large an area, 
as large a group of persons as was possible.”®® 

Longstanding arguments that had stressed the necessity of land re- 
forms “not merely to secure social justice but also to raise productivity” 
were revived. Recommendations for institutional change to facilitate 
cooperative forms of crop management were renewed, as the planners 
became aware that the new agricultural technology, with its need for 
very careful area water management, pest prevention, and disease con- 
trol required steps to be taken “particularly at the political level” to en- 
sure that such cooperative efforts would be forthcoming. On the whole, 
they concluded, “There is very little evidence that spending more money 
is the answer to our agricultural problems. The answer seems to be 
mainly institutional and organizational changes and a redirection of ef- 
fort.”®® 

Yet the reality was that a more egalitarian agrarian pattern as the foun- 
dation of a cooperative agricultural economy had receded even further 
into the distance. Data collected by the Planning Commission for the 
trienniums 1962/63 to 64/65 and 1970/71 to 72/73 showed that the upper 
29 percent of districts had achieved compound growth rates of more than 
3 percent annually. By contrast, the bottom 37 percent of all districts re- 
corded either negative growth rates or gains of less than 1 percent per 
annum. The middle one-third of districts, meanwhile, managed to 
realize increments in growth between 1 percent and 2.9 percent annu- 
ally.®^ Within these areas, the gains from development had been un- 
evenly distributed in favor of the dominant landowning castes. Indeed, 
as prices skyrocketed and per capita availability of cereals in 1973®^ 
slipped back to levels achieved in the early 1960s, the ranks of the popula- 


These estimates are taken from A. Vaidyanathan, "Constraints on Growth and Policy 
Options,” p. 1644. They are based on five-year averages for the index of agricultural pro- 
duction for 1950/51 to 1954/55, 1960/61 to 1964/65, and 1970/71 to 1974/75. 

“The Economic Outlook,” AICC Central Training Camp, Narora: November 22-24, 
1974, p. 17. 

Ibid., pp. 26-28. Fifth Five Year Plan, 1974-79, pp. 6-7. 

Economic Survey, 1975-76, p. 69. The per capita net availability of cereals and pulses per 
day in 1973 was somewhat less than 15 ounces, compared to levels of 14.4 ounces and 14.1 
ounces in the near-famine years of 1966 and 1967, and 16.5 ounces achieved in 1961. 
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tion living below the official poverty line once again began to swell with 
additional numbers of landless agricultural laborers and marginal 
farmers. 

The outlook for economic growth in the future offered little hope of 
reversing these tendencies. The expectation that the Fourth Plan would 
reestablish a rising trend in the rate of saving and investment was disap- 
pointed. During the five-year period, net saving as a proportion of net 
domestic product managed to exceed the peak level of approximately 12 
percent achieved in 1966/67 only by minimal amounts, hovering at about 
12 percent during the first four years, and showing some improvement 
to 12.8 percent in 1973/74, the last year of the Plan.^^ Similarly, the ratio 
of net investment to net domestic product remained at levels between 
12.5 percent and 13.5 percent for the five years of the Plan, representing a 
drop from the record level of 15.4 percent achieved in 1966/67, as the net 
inflow of foreign resources began to decline.®"* Changes in fiscal pohcy 
alone were unlikely to provide a corrective. 

The factors responsible for the stagnant saving rate were built into the 
structure of the political economy. On the one hand, the government’s 
inability to prevent large-scale evasion and avoidance of income taxes 
levied on individuals and firms in the urban sector, and on the other its 
almost complete lack of success in persuading state governments to im- 
pose direa taxes on agricultural income to widen the tax base, restricted 
the possibilities for increasing real resources for development. At the 
same time, weak governments were unable to ignore rising political 
pressures for steady increases in non-Plan outlays. Apart from rising debt 
service charges and higher outlays on defense, they were compelled to 
find funds for increases in pay and dearness allowances of government 
employees, and rising subsidies for foodgrains. Meanwhile, many of the 
state governments, attempting to build up larger reservoirs of popular 
support, actually set about eliminating or reducing land revenue taxes. 
Between 1965/66 and 1973/74, the public sector’s share in Gross Domes- 
tic Product increased only shghtly, from 13.4 percent to 14.7 percent of 
GNP. The ratio of public saving to public disposable income actually fell 
from approximately 22 percent in 1965/66 to 19 percent in 1973/74. In the 
aggregate, public saving as a percentage of GNP was no more than 2.8 
percent.®® The private sector, which still accounted for over 85 percent of 
GNP, and achieved a saving rate of 1 1 percent of private disposable in- 
come, provided the larger share of domestic saving at 9.4 percent of 
GNP.®® 

Even if the government had been so inchned, there were serious prob- 

Ministry of Finance, £fo»omic 5ifn’e)', 1977-78 (New Delhi, 1978), p. 59. 

Ibid. 

Basic Statistics Relating to the Indian Economy, 1950-51 to 1974-75, p. 15. 

Draft Fifth Year Plan, 1974-79, pp. 12-13. 
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lems in relying mainly on the growth of private savings in any perspec- 
tive savings strategy. The household sector, which provided the major 
component of private saving, was stabilized at a saving rate of about 7 to 
8 percent of household disposable income.®’ Despite gains to the larger 
landowners after the mid-1960s from the adoption of improved tech- 
niques, and a sharp inflationary rise in foodgrains prices, household sav- 
ing did not go up, but registered a modest decline. Indeed, there was 
“every evidence that non-functional consumption like that in ceremo- 
nials, rituals and superstitious practices [was] on the increase.”®® The 
private corporate sector did not offer any better prospect for generating a 
higher rate of saving. Apart from the fact that the public sector’s draft on 
private savings (through market borrowings, small savings and contri- 
butions by government employees to state Provident Funds) reduced the 
pool ofinvestible resources available, there was little incentive for private 
enterprise to step up the level of its economic activity. Corporate profits 
in 1971 showed a “sizeable fall”®® over the estimates projected at the be- 
ginning of the Fourth Plan. Meanwhile, the stringent licensing policies 
introduced in 1970, along with the implicit threat of nationalization, 
dulled much of any remaining entrepreneurial enthusiasm for taking up 
new ventures. 

The solution, especially in the context of political priorities for reduc- 
ing inequalities in wealth and income, pointed to a policy of primary ex- 
pansion of public saving. Such a savings strategy, requiring a substantial 
improvement in the public sector’s share of GNP and a major increase in 
the ratio of public saving to public disposable income, had been endorsed 
by the Planning Commission as the keystone of its approach to the Fifth 
Plan. But this solution only restated the political constraints that were 
crippling the entire development effort. A review of the reasons for the 
inability to mobilize sufficient amounts of public savings for investment 
plainly revealed that 

the first reason for this weakness lies in the fact that a substantial 
proportion of incomes arising from development have accrued to 
farmers and traders. The incidence of taxation on farm incomes is 
particularly low. A substantial proportion of incomes accruing to 
traders escapes taxation, a tendency which is reinforced by the fact 
that some part of these incomes arises from illegal transactions. 
Moreover, it is also known that there is a substantial amount of tax 
evasion in other sectors also. Thus a large proportion of the 
surpluses generated by economic activity escape taxation.’® 

The Fourth Plan Mid-Term Appraisal, i, 43. 

‘8AiW.,p. 43. Ibid., p. 24. 

™ “The Economic Outlook,” AICC Central Training Camp, Narora; November 22-24. 
1974, p. 19. 
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Even if it were possible to plug tax loopholes arising from evasion, and 
black marketing and smuggling in the urban sector, there was no way to 
get around the basic problem that “practically no country in the world 
has succeeded in developing without mobihzing agricultural surpluses 
and it is unlikely that India would be an exception to this rule.”’^ Fur- 
ther, there was little likelihood of increasing the proportion of public 
savings to public disposable income as long as inflationary pressures, 
stimulated by shortages of foodgrains and essential commodities, and 
compounded by the absence of a public distribution system, pushed up 
the costs of government administration and the burdens of nondevelop- 
mental expenditures. 

Such additional charges on domestic resources, occurring in tandem 
with unexpected increases in foreign exchange costs, had already inflated 
budgetary deficits beyond the reach of conventional fiscal controls. Dur- 
ing the first years of the Fourth Plan new expenditures on central sector 
schemes, as well as steady increases in non-Plan outlays for dearness al- 
lowances, food subsidies, and reflef to refugees from Bangladesh, all 
eroded current balances expected to be available for the Fourth Plan. 
Early warning signals of a resource crisis were converted into a full-scale 
alarm by a series of events that also had devastating consequences for 
the balance of payments position. War broke out with Pakistan in De- 
cember 1971, imposing larger financial burdens for defense and assist- 
ance to Bangladesh, at the same time as the United States once again 
suspended all economic aid; drought in the summer of 1972 created 
widespread food shortages that had to be met in part by high-priced 
imports of grain; the steep increase in the price of crude oil set by the 
OPEC countries after 1973 increased India’s import bill for petroleum 
and other lubricants by over four times. 

The level of real resources available to finance annual outlays could not 
be maintained against these mounting financial pressures. Fourth Plan 
expenditures reached Rs. 16,160 crores, somewhat more than the origi- 
nal outlay of Rs. 15,902 crores. But this level of spending had been 
achieved only with unprecedented amounts of deficit financing at Rs. 
2,060 crores — compared to an original estimate of Rs. 850 crores consid- 
ered safe over the fh’^e-year period. The expansion of the money supply 
in such large amounts, at a time when the economy was stretched by 
shortages of foodgrains and other essential commodities, contributed to 
unprecedented levels of inflation. The wholesale prices of all com- 
modities including food articles, industrial raw materials, and manufac- 
tures, which had been increasing at about 3 to 6 percent per annum dur- 
ing the first three years of the Plan, jumped by about 13 percent between 

Ibid., p. 20. 

Basic Statistics Relating to the Indian Economy 1950-51 to 1974-75, p. 125. 
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1972 and 1973, and then shot up by almost 30 percent between 1973 and 
1974.’^^ Over the five-year period 1969-1974, the price index had climbed 
almost 58 percent, creating a shortfall in the level of development ex- 
penditure in real terms of more than 17 percent. 

The projection of resources for the Fifth Plan appeared increasingly 
problematical. By June 1973, D. P. Dhar had to admit that the abnormal 
rise in prices and shortages of foodgrains and other materials had made 
some reduction in financial outlays inevitable. The Fifth Plan, scheduled 
to begin on April 1, 1974, could not be implemented. The Planning 
Commission was once again “reconstituted,” this time with P. N. Hak- 
sar as chairman. In April 1975, the planners publicly conceded that the 
Draft Fifth Plan, including the program for minimum needs, had be- 
come obsolete because of the sharp rise in domestic prices and the in- 
crease in international prices of crude oil. 

The rise in prices threatened the future of the entire development ef- 
fort. The government was convinced that something drastic had to be 
done immediately to contain inflation, or “things would go completely 
out of hand.”’® Mrs. Gandhi, disillusioned with her closest economic 
advisers after the failure of the state takeover of the wholesale trade in 
wheat, appeared newly wary of “certain cliches, for instance, what is left- 
ism, what is radical and what is not”’® in setting economic policies that 
under Indian conditions could not be implemented. The central govern- 
ment, moreover, was once again confronting pressures from the Interna- 
tional Monetary Fund to carry out a “stabilization” program that would 
bring inflation under control as the condition of a credit line to cover the 
massive balance of payments deficit. The IMF recommended stringent 
fiscal discipline to reduce the money supply and complementary eco- 
nomic policies to freeze wages, increase imports, promote exports, and 
provide incentives to private investment. These recommendations were 
also taken up by the World Bank as part of the negotiations on develop- 
ment aid then in progress between the Consortium countries and India. 
The Bank pressed even harder for a complete overhaul of the economy 
that would mark a departure from socialistic policies in order to “open 
up the economy along western lines.”” The convergence of these sets of 
domestic and international pressures led yet once again to a reorientation 

Economic Survey 1975-76, p. 92. 

’'* Ibid., p. 92; “The Economic Outlook,” AICC Central Training Camp, Narora: No- 
vember 22-24, 1974, p. 18. 

This was the assessment of the Finance Minister, Y. B. Chavan, in his speech to the 
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’’’’ See Jeremiah Novak, “The Role of IMF, World Bank,” Times of India, }u\y 1 and 2, 
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of economic policies that was tantamount to a growth strategy with no 
more than marginal adjustments in the interests of more equitable distri- 
bution. This time the new approach was adopted without open debate. 

In July 1974, the president, acting on the advice of the Cabinet, prom- 
ulgated a series of antiinflation ordinances'^® that mandated compulsory 
deposit by all salaried employees of any wage increases won through 
strikes or collective bargaining, as well as one-half of all additional dear- 
ness allowances; placed a ceiling on dividends that could be distributed 
from after-tax profits by private companies; and imposed compulsory 
deposits on all income-tax payers with earnings of more than Rs. 15,000 
per year of 4 to 8 percent of their income. The ordinances were combined 
with a dear money policy by the Reserve Bank that announced a sharp 
rise in the lending rate and substantial increase in the interest rate for var- 
ious categories of savings instruments. Shortly after, the government 
adopted new procedures to ensure “automatic” import licenses to eligi- 
ble industries as a means of reducing the domestic price level and under- 
cutting smuggling and black marketing activities. At the same time, 
measures were taken for the rapid clearance of industrial licenses, includ- 
ing permission for larger business houses to expand production in 
selected industries that had been closed to them under the 1970 licensing 
policy. All of this was accompanied by the government’s decision to en- 
large its extraordinary powers under MISA to make smuggling and eva- 
sion of foreign exchange controls grounds for preventive detention. In 
September 1974, the scope of MISA was extended by presidential ordi- 
nance, and in December 1974, the ordinance was replaced by a new Act 
of Parliament (Conservation of Foreign Exchange and Prevention of 
Smuggling Activities) that permitted the government to carry out “de- 
hoarding” raids in Delhi and some of the states and arrest suspected 
hoarders and smugglers. 

The combination of the wage freeze and suspension of cost-of-living 
adjustments, the tight credit policy, and some amount of dehoarding 
brought about by the raids (including “precautionary withdrawal of 
black money from the trade”) did begin to show the first signs of re- 
ducing the rate of inflation by late 1974. But this economic gain was pur- 
chased at the political cost of further alienating the urban lower-middle 
and middle classes, who bore the brunt of the antiinflation measures even 
as growing unemployment, soaring prices, and shortages of essential 
commodities eroded their living standards, and a climate of political cor- 

The text of the antiinflation ordinances is published in The Statesman , July 8 and 18, 
1974. 

“The Economic Outlook,” AICC Central Training Camp, Narora: November 22-24, 
1974, p. 14. 
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rupdon destroyed their confidence in normal democratic processes to 
solve India’s basic problems. 

During the years following the prime minister’s landslide election vic- 
tories, the credibility of her leadership and that of the Congress party 
rapidly declined. Mrs. Gandhi appeared to dissipate her energies in ef- 
forts to protect her position from any challenge within the party, and to 
prevent the emergence of rival centers of power by any means that came 
to hand. She perfected a style of coterie politics that saw a slide toward 
the political abyss of corruption and abuse of power. Ministers, chief 
ministers, and party functionaries who had no political base beyond their 
personal acceptability to the prime minister vied with one another in de- 
claring their loyalty to her and in establishing their socialist credentials 
through radical statements and slogans. Such persons, using the prime 
minister’s name, often gave the impression of being beyond accountabil- 
ity. Members of the middle-class intelligentsia did not find it difficult to 
believe that 

a minister can be corrupt and know he will get away with this cor- 
ruption; can grab the poor people’s land and know he will get away 
with it; can collect money through patently illegal means from all 
and sundry, and know he will get away with it. Nobody dares 
cross-examine him, accuse him, pillory him. Even if someone dares, 
it would be an instance of infructuous impetuosity. For, doesn’t he 
shout, full throatedly, each of the slogans the Prime Minister has 
added lustre to? He belongs to the Prime Minister’s parlor; he can 
cock a snook at the world. 

The stain of corruption spread until it tainted the reputation of the 
prime minister’s younger son. In 1969, after years of debate, the gov- 
ernment decided to approve the production of a low-priced “people’s” 
car and awarded the license to Sanjay Gandhi. Sanjay, then 22 years old, 
had completed only one year of training at a Rolls Royce plant in Great 
Britain when he was chosen over seventeen others who had also submit- 
ted proposals for the project. Subsequently, charges were raised in par- 
liament that he had acquired hundreds of acres of prime agricultural land 
as the site of his factory on the Delhi-Gurgaon road, at an artificially low 
price — and in violation of government regulations prohibiting plant con- 
struction within 1 ,000 meters of a defense installation — through the in- 
tervention of Bansi Lai, then chief minister of Haryana and one of Mrs. 
Gandhi’s closest allies. It was also rumored that Sanjay had raised large 
sums of capital for his firm, Maruti, Ltd., by a variety of illegitimate and 

Economic anil Political iVeekly , }u\y 7 , 1973, p. 1175. 
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illegal methods, using his mother’s position to persuade businessmen to 
invest in dealerships, and even accepting subscriptions from benami or 
nonexistent firms set up for the purpose by the Birlas. The Maruti car 
itself proved unsuccessful. Structural faults in the prototype could not be 
correaed to put the “people’s car” into mass production. Yet, even as 
Maruti sank into debt, the nationalized banks provided additional infu- 
sions of funds to keep the firm afloat. Meanwhile, subsidiaries of Maruti 
set up to provide consulting services and to manufacture road rollers at- 
tracted lucrative government contracts despite serious questions about 
the capacity of the company to fiU them — aU of which spurred additional 
charges of corruption.®^ 

In the states, meanwhile, the Congress governments, almost all of 
which enjoyed massive majorities after the landshde electoral victories of 
1972, were soon paralyzed once again by factionalism. Although the 
prime minister’s hand-picked nominees for chief minister in each state 
had been accepted “unanimously” by the Congress legislature paity% the 
fact that they lacked a secure base at home made them easy targets for 
attacks by rival aspirants to power. In several states, there was a complete 
breakdown of party discipline as dissidents maneuvered “day and night” 
to oust the leadership from office. Factional infighting and defections 
from the ruling party brought about the collapse of the Congress minis- 
tries and the imposition of President’s Rule in Andhra (January 1973) 
and in Orissa (March 1973). In Uttar Pradesh, a mutiny by the provincial 
armed constabulary, and the ineptness and corruption of state adminis- 
tration revealed by it, precipitated the resignation of the ministry and a 
spell of President’s Rule in June 1973. In other states, including Bihar, 
Gujerat, and Mysore, the struggle for power among rival groups led to 
renewed toppling activities that saw the reshuffling of ministries to ac- 
commodate rival factions. Worse still, in West Bengal, feuds erupted be- 
tween leaders of the Youth Congress and Chhatra Parishad, which led to 
a general situation of lawlessness in which each side resorted to pohtical 
murders in their efforts to armihilate the other. 

As the politics of defection and counterdefection drained the energies 
of elected Congress governments and left them impotent to solve the 
problems of food shortages, rising prices, and unemployment pressing 
down on their constituents. Congress was defeated by opposition al- 
liances and by the CPI in a number of by-elections. The defeats called 
Mrs. Gandhi’s own popularity into question, and they reduced her mar- 
gin for political maneuver. The CPI, capitalizing on the government’s 
waning credibility, made more effective use of its two-pronged electoral 

For a summary of the charges raised against Sanjay Gandhi in conneaion with the 
Maruti car project see Nayar, The Judgement, Annexure, Maruti. 
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and extraparliamentary strategy to apply renewed pressure on the Con- 
gress party to “end the government policy of status quo and force a shift 
to the left.”®^ CPI leaders once again called for the unity of all left and 
democratic forces inside and outside the Congress on principles of the 
ruling party’s own national economic program, especially for price con- 
trols and state takeover of wholesale trade in foodgrains and essential 
commodities. They mounted meetings, processions, sit-ins, ^/ierao5 and 
other forms of “mass struggles” state by state, and used antiprice-rise 
agitations and “dehoarding” drives to bring pressure on Congress gov- 
ernments for the implementation of their own policies. In a number of 
states, including Assam, Bihar, West Bengal, Tamil Nadu, and Kar- 
nataka, the tactic brought special political dividends. In those states, 
“either the state-level leadership of the Congress or sections of it [had] 
agreed to joint campaigns and sometimes participated in joint or conver- 
gent actions.”®^ 

The national leadership, moreover, also found it more difficult to keep 
their distance from the CPI once declining popular support created fresh 
doubts about the ability of the Congress party to win state elections on 
its own. Two important state elections were scheduled for February 
1974, one in Uttar Pradesh, the other in Orissa. In Uttar Pradesh, the 
keystone state of the Congress party’s national power, the credibility of 
the state government had been undermined by food agitations, the police 
revolt, rampant student violence, corruption, the resignation of the state 
ministry and imposition of President’s Rule. The opposition parties, 
which could not manage to agree on the terms of an electoral alliance, 
were nevertheless convinced that Congress was completely discredited 
and would be defeated at the polls. Similarly, in Orissa, where the state 
Congress party was divided by bitter factional disputes, and in addition 
was confronted by a combined opposition of the Utkal Congress, 
Swatantra, and the SSP organized in a new Pragati party, the prospect 
for the ruling party appeared bleak. In both states, the Congress party 
decided to take the precaution of entering into an electoral alignment 
with the CPI. In the event, despite a significant erosion of its popular 
vote,®'* in Uttar Pradesh Congress was able to secure a slim majority of 

Communist Party of India, “Resolutions and Reports Adopted by the National Coun- 
cil of the Communist Party of India, New Delhi, 1-4 September 1973” (New Delhi, Sep- 
tember 1973), p. 10. 

Ibid., p. 58. 

The popular vote for Congress declined from more than 48 percent in 1971 to less than 
33 percent in 1974, while the combined vote of the Jan Sangh, BKD, Congress (O), and 
SSP went up from 37 percent in 1971 to more than 47 percent in 1974. The results of the 
1974 election in Uttar Pradesh are published in Communist Party of India, “Report and 
Resolutions of the National Council of the Communist Party of India, New Delhi, 23-26 
March 1974” (New Delhi, April 1974), pp. 31, 33. 
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seats on its own. Yet the Congress government, weakened by internal 
dissent and ruling with a bare majority, conferred a special status on the 
CPI as its most firm ally inside the assembly. In Orissa, where Congress 
actually increased both its popular vote and the number of seats won 
over its performance in the previous election of 1971,®^ it was neverthe- 
less unable to form the government without the support of the CPI. 

The Congress party’s growing ties to the CPI created further suspi- 
cions among anticommunists inside the Congress party and outside its 
ranks about Mrs. Gandhi’s motives. Such fears of the noncommunist 
Congress left and the right opposition parties ahke were inflamed by 
boasts of the CPI leadership, which interpreted the results of the U.P. 
and Orissa elections as once again “prov[ing] the correctness of the 
party’s policy and tactics.”®® Indeed, the National Council of the CPI 
publicly declared that the party’s “central pohtical perspertive” was to 
replace the present government at the Center by “ a government of left 
and democratic unity” in which power would be shared by the “parties 
and forces representing the working class peasantry, radical middle class 
and patriotic nonmonopolistic sections of the national bourgeoisie.” 
They described their own tactics as a plan to “force mass sanctions, build 
up unity of left and democratic forces, including the progressive sections 
within the ruling Congress, and raise it to such a political level as to 
change the correlation of class forces in the country in favor of the work- 
ing class and the worker-peasant alliance.”®’ They even spoke openly of 
their hopes for creating a “Kerala-style” coalition government at the 
Center, a goal widely interpreted to signal stepped-up communist pres- 
sure on the central government, to expose Congress failures of im- 
plementation in order to divide the party on ideological lines and speed 
up the process of another split. 

Opponents of the communists, both inside the Congress party and in 
the opposition, appeared increasingly ineffectual to counter these politi- 
cal thrusts. On the contrary, ex-communists within the national Con- 
gress party reasserted their influence. Factional infighting among the 
members of the dissolved Congress Socialist Forum and Nehru Forum 
resurfaced, even while the anticommunist socialists coalesced around 
their own spokesmen, especially Chandra Shekhar and Mohan Dharia. 
But although the majority of the rank and file remained opposed to their 
party’s growing links with the CPI, they were losing ground, perhaps 
not least because “all of them, including senior Ministers, now hide their 

The Congress vote in Orissa increased from 26.5 percent in 1971 to 37.4 percent in 
1974, while its share of the seats in the 146-member state legislature increased from 51 to 
69. Tlie Statesman, March 8, 1974. 

“Report and Resolutions of the National Council of the Communist Party of India, 
23-26 March 1974,” p. 5. 
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opinions lest they be accused of lacking a sense of ‘commitment.’ 
There was, indeed, no open protest even from the leaders of the Nehru 
Forum when, following the resignation of S. D. Sharma as party presi- 
dent in August 1974, the Working Committee unanimously appointed 
D. K. Barooah, the declared choice of the Socialist Forum, as provisional 
president of the Congress. 

Outside the Congress, the right opposition appeared demoralized. Al- 
though some of their leaders feared that Mrs. Gandhi was taking the 
country in the direction of personal dictatorship, and that the “unholy 
alliance between the Congress and the CPI was gradually making India 
a camp follower of Soviet Russia,”®^ they felt powerless to prevail 
against the ruling party at the polls. The Congress victories in Uttar 
Pradesh and Orissa appeared to offer persuasive evidence on that point. 
The victories, especially the success in Uttar Pradesh — which even ar- 
dent Congress supporters had considered doubtful — were tainted by 
what political observers and members of the opposition considered un- 
fair use of the state machinery and illicit funds “which vitiated the elec- 
toral mechanism on which the system’s legitimacy was based.’’®® 

In Uttar Pradesh, the Congress High Command had financed the 
campaign with subscriptions received from the “oil kings’’ of Gujerat (in 
return for decontrol of the groundnut oil industry in that state),®* and 
had refurbished the image of the state government by diverting food 
supplies from other deficit states to Uttar Pradesh in order to maintain 
rations from the public distribution system. The prime minister, using 
government helicopters, maximized the impact of these political re- 
sources by personally addressing hundreds of meetings that took her into 
remote villages. Congress party workers, sometimes with jeeps at their 
disposal, and amply supplied with posters and streamers embossed with 
Mrs. Gandhi’s picture, once again relied on her appeal for the minorities 
and land-poor peasants among the Harijans and backward castes. The 
party’s main slogan throughout the state, as in 1971 , was “give your pre- 
cious vote to the Congress to strengthen Indira Gandhi’s hands. ’’®^ 

The appeal, moreover, must have had some credibility to many of the 
rural poor. Largely oblivious to the factional infighting that was paralyz- 
ing the state Congress party, insulated in some degree from the worst 
impact of rising prices, voters belonging to the Harijans and Backward 
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Castes were impressed by the bounties that had come their way and 
others that had been promised. Some small and marginal farmers and 
landless laborers had personally received subsidized loans from coopera- 
tives or nationalized banks, or jobs on government work projerts under 
the central seaor schemes. Others looked forward to the distribution of 
government-owned land for house sites, and even surplus agricultural 
land under new state legislation. Those who benefited or hoped to ben- 
efit from such new programs attributed their good fortune directly to 
“Indiraji.” They did not blame the prime minister for other government 
failures in carrying out promises to control prices of foodgrains or supply 
essential commodities. It did not seem reasonable to expea Mrs. Gandhi 
to do ever^^thing by herself. The people “making the trouble,” they con- 
cluded, were the moneylenders and traders standing in her way, and the 
corrupt officials who pandered to them in the implementing agencies of 
the party and government (sarkar).^^ 

Efforts by the noncommunist opposition parties to merge into a single 
party after the 1974 state eleaions and offer a national alternative to the 
Congress bogged down. Not only were the Jan Sangh, Congress (O), 
and the Socialist party reluaant to abandon their separate identities, but 
all of the conservative opposition parties were confronted with the di- 
lemma of having to devise a popular appeal that simultaneously endorsed 
equality and social justice, but rejeaed the principles of centralized eco- 
nomic planning or basic socialist reform. The new Bharatiya Lok Dal 
(Indian Peoples pailyj launched in July 1974 by seven of the smaller op- 
position parties (including the BKD, SSP, Swatantra, and the Utkal 
Congress), hit on the taaic of rooting their alternative “in Indian soil, 
both physically and spiritually” and drawing “inspiration and guidance 
from Indian thought, experience and culture, build[ing] an ethos em- 
bodied in the teachings and aspirations of Mahatma Gandhi.”^"* Even so, 
the opposition as a whole was stymied in their “search of an identity 
which is eluding them”^^ and which would permit them to take advan- 
tage of the deteriorating economic situation to mount a major offensive 
against the Congress party. The weaknesses of the noncommunist oppo- 
sition were clearly exposed in the new presidential eleaion called in Au- 
gust 1974, when President Giri stepped down from office. Not all of the 
parties could agree on a common candidate to oppose the Congress Par- 
liamentary Board's nominee, Fakhruddin Ali Ahmed, known as one of 
the prime minister's closest allies. Ahmed aaually won the election with 
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a sizable section of the non-Congress vote, garnering more than eighty 
percent of the total in the electoral college of the state assemblies and par- 
liament, where Congress enjoyed a two-thirds majority.®® 

The spectacle of inept national and state Congress governments, crip- 
pled by factionalism and tainted with corruption, unable to cope with 
mounting economic problems despite massive legislative majorities, 
even while the national Congress party strengthened its ties to the CPI, 
and the anticommunist opposition appeared completely ineffectual in of- 
fering any alternative, produced growing despair about the efficacy and 
legitimacy of the party system and the parliamentary process. Touring 
the country in the early months of 1974, Kuldip Nayar, the prominent 
journalist, reported the widespread belief that “the present system of par- 
liamentary democracy cannot deliver the goods. People openly talk in 
terms of military dictatorship or communist revolution. Mismanage- 
ment at every step has led even the most conservative to talk about revo- 
lution because the whole system is held to be rotten to the core.”®^ 

Such speculations went beyond the theoretical musings of middle-class 
intellectuals to take on a terrifying immediacy. In January 1974 there was 
a spontaneous uprising throughout the cities and towns of the western 
state of Gujerat, directed at forcing the resignation of the chief minister 
and the dissolution of the legislative assembly for following corrupt and 
“anti-peoples” policies. 

In Gujerat, Morarji Desai’s home state, the undivided Congress party 
had aligned itself with the Congress (O) after the 1969 split, and the New 
Congress party’s organization had splintered into rival and unstable 
groups of widely disparate backgrounds. The intraparty rivalries were 
particularly embittered by the enduring resentment of the local ex- 
communist and socialist Congressmen aflaliatcd with the Socialist Forum 
who had been pushed aside during the 1972 elections, when the central 
leadership allowed former members of the Congress (O) and Swatantra 
to enter the party and stand on the Congress ticket. Their anger was in- 
tensified when Mrs. Gandhi’s nominee to the chief ministership in 
Gujerat, Ghanshyam Oza, a reform-minded member of parliament, vir- 
tually ignored the Forum in selecting his Cabinet. The leftists in the state 
Congress reacted by becoming “completely opportunistic,” subse- 
quently working with Oza’s main rivals in the government to topple the 
chief minister from office. Ultimately, in late June 1973, this dissident 
faction led by Chimanbhai Patel, then minister of industries and planning 
(dubbed a “kulak” by his enemies because of his political base among the 
affluent farmers of the dominant Patidar landowning caste), and Kantilal 
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Ghia, a businessman enjoying the support of Ahmedabad industrialists, 
succeeded in winning over 70 of the 138 members of the Congress legis- 
lature party. Yet the vote of no confidence engineered against the chief 
minister was accomplished only after sensational stories had appeared in 
the press that Chimanbhai Patel, spending over Rs. 30 lakhs, purchased 
defections from the 02a government. Stories circulated that Patel had 
kept his own supporters sequestered on a farm near Ahmedabad city, 
where all sorts of “unbefitting methods were used to win over MLA’s.” 
Some MLAs were said to have been actually “kidnapped, rescued and 
hidden as if they are cattle.”^® 

The ascent to the chief ministership of Chimanbhai Patel following the 
collapse of the Oza ministry did not end the factional conflict. On the 
contrary, the two allies, Patel and Ghia, had by this time fallen out. In 
addition, Oza and his supporters inside the ministry turned their own 
energies to overthrowing the Patel government. As part of this struggle, 
prominent Congressmen took the lead in denouncing their own party 
leaders for corruption in failing to act against hoarders and black mar- 
keteers, to halt a precipitous price rise. 

Indeed, by the end of 1973, during the time that Congress energies 
were absorbed in the internal fight for power, the state of Gujerat, a food 
deficit area, had suffered a drastic cut of about two-thirds in central 
foodgrains supplies to the ration shops, and price increases of cooking oil 
and foodgrains of a hundred percent or more in less than one year. In 
both cases, price rigging by politicians and traders was blamed. 
Chimanbhai Patel, in fact, had made a deal with the oil trade allowing 
prices to rise in return for subscriptions to party funds; and despite a 
bumper crop of rice and millet, the state failed to make up the deficits in 
central deliveries by an active grain procurement program. 

The contempt for party politics and the entire pohtical system induced 
by the spectacle of elected officials concerned only with their own gain 
even while the economic plight of the people they had pledged to help 
precipitously worsened finally exploded in a spontaneous popular up- 
heaval.^^ In early January 1974, students at the L. D. Engineering Col- 
lege in Ahmedabad, protesting rising charges for mess bills, set fire to the 
college canteen and attacked the rector’s house. The chief minister or- 
dered riot police into the campus. About thirty-five percent of the stu- 

Kantilal Ghia, who subsequently broke with Chimanbhai Patel, made these charges 
public in a press statement. Cited in AlCC (Congress O), “Note” on Gujerat Nav Nirman 
Movement, January 9, 1977, mimeographed, p. 4. 

This account of the uprising in Gujerat is based on newspaper reports of the period and 
detailed analyses published in: Ghanshyam Shah, “The Upsurge in Gujerat,” Ecoiioimc and 
Political Weekly, 9:32-34 (Special Number, 1974), 1429-53; John R. Wood, ‘ Extra- 
Parliamentary Opposition in India: An Analysis of Populist Agitations in Gujerat and 
Bihar,” Pacific Affairs, 48:3 (Fall 1975), 313-34; Jones and Jones, “Urban Upheaval in In- 
dia,” pp. 1012-33; and AICC (Congress O), “Note” on Gujerat Nav Nirman Movement. 
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dent body was arrested, and several students were severely beaten. The 
police action triggered the formation of a Vidyarthi Lagni Parishad (Stu- 
dents Strike Association) by other college and university students in 
Ahmedabad, which called for the release of those arrested, a reduction in 
mess charges, resignation of the education minister, and a strike to shut 
down colleges and secondary schools from January 7 until these demands 
were met. At the outset, the students linked their demands to popular 
economic grievances, calling upon the state government to arrest the 
hoarders and profiteers responsible for the sharp rise in the prices of 
foodgrains, cooking oil, and other essential commodities. 

Student confrontations with the police broke out almost immediately. 
Gangs of young people stoned municipal buses and attacked and looted a 
number of foodgrains shops in Ahmedabad. The agitation quickly drew 
in several elements of the disaffected middle classes. The citywidc trade 
union organizations of white collar employees of the state and city 
governments — including those who worked in the national banks and in- 
surance companies and primary and secondary schools — approved the 
call for an Ahmedabad bandh on January 10 to protest police brutality 
against students and rising prices. The powerful college and university 
teachers’ associations, which had strong grievances of their own against 
the chief minister (for his intervention in elections at Gujerat University 
to impose his own nominee as vice chancellor), also expressed sympathy 
for the students and announced support for the Ahmedabad bandh. The 
strike, in addition, received the support of the opposition parties, the Jan 
Sangh, and Congress (O), and dissident members of the Patel ministry. 

On the day of the bandh, Ahmedabad was almost completely shut 
down. Looting of food and oil shops and arson of municipal milk booths 
broke out immediately. Confrontations between the demonstrators and 
police escalated into full-scale riots and spread into the middle-class areas 
of the city. The police who entered the narrow lanes of the residential 
sections in the old walled city became “targets for stones and flaming 
rags thrown from balconies and windows and their discipline broke 
down.”^®'’ By the twelfth, rioting had spread to Baroda and most other 
urban areas of the state. Police lathi charges, the use of tear gas, and 
finally, “shoot-at-sight” orders had only a temporary effect in control- 
ling the rioters. 

This time, the succession of demonstrations, strikes, looting, rioting, 
and arson of public and private property was more than Just an outlet for 
feelings of frustration and anomie. The agitations acquired a sharp politi- 
cal focus, one that revealed just how precarious the consensus supporting 
parliamentary processes of government had become. On January 10, the 
Vidyarthi Lagni Parishad dissolved and reconstituted itself as the Nav 

Jones and Jones, “Urban Upheaval in India,” p. 1025. 
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Nirman Yuvak Samiti (Youth for Reconstruction Association), which 
declared a program to wage a nonviolent struggle to purify and rebuild 
society. Nav Nirman Committees sprang up in all important cities of 
Gujerat. Their uncompromising demand was for the resignation of the 
chief minister, Chimanbhai Patel, and the dissolution of the state assem- 
bly. The demand was supported by the college teachers, who had them- 
selves promoted it, and the major white-collar unions. Rioting and seri- 
ous bloodshed once again erupted in cities throughout the state. Al- 
though curfews were imposed on 106 cities and towns on January 25, 
and the state police was reinforced by contingents from the Border Secu- 
rity Forces and the Central Reserve Police, the escalation of mob violence 
made it impossible to restore public order. “Every day some new effort 
was made to express popular anger — ‘peoples curfews,’ processions with 
empty oil tins and grain sacks, silent marches, the beating of thalis [metal 
eating plates], relay fasts, bus hijackings, mock courts, and mock funer- 
als [of Patel and later of Indira Gandhi]. On January 26, after doubts 
had arisen about the reliability of the police, the state government finally 
asked for Indian army units to be sent in. Even the army, however, could 
not defuse the political agitations for the resignation of the Chimanbhai 
Patel ministry. Fresh rioting swept the state after February 4. On Febru- 
ary 9, after four dissident ministers in his own government had de- 
manded he resign, the chief minister, on orders from New Delhi, 
submitted his resignation. The Gujerat assembly was suspended and 
President’s Rule was imposed on the state. 

The agitation had still not run its course. During the next five weeks 
the state was kept in constant turmoil by renewed demonstrations for the 
dissolution of the legislative assembly that began to spread into the rural 
areas. The demand received additional impetus as the opposition parties, 
especially the Congress (O) and Jan Sangh, lent their support to the agita- 
tion. Sarvodaya workers, including Jayaprakash Narayan, announced 
that they also supported the demand for dissolution. 

Despite the fact that leaders of the agitation continued to emphasize 
nonviolent methods of protest, the second phase of the movement di- 
rected at dissolution of the assembly was particularly violent. Riots and 
looting continued in many towns and cities. In addition, mob pressure 
was directed at forcing the resignation of Congress politicians from mu- 
nicipal councils and the legislative assembly. In some instances, legis- 
lators “were attacked, their houses and properties set on fire, their rela- 
tives kidnapped in order to terrorize them to resign. 

Mrs. Gandhi, determined not to bow to coercion, at first refused to 
dissolve the assembly. She appeared hopeful that firm action, includ- 

Wood, “Extra-Parliamentary Opposition in India,” p. 318. 

AICC, Congress Marches Ahead — IX, excerpt from “Resolution on Political Situa- 
tion,” pp. 39-40. 
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ing the arrest of 200 Nav Nirman leaders, would ultimately defeat the 
movement. But on March 11, her longtime adversary, Morarji Desai, 
announced a “fast unt0''’3feflth’| in Ahmedabad. Within a few days, 
moreover, a majority of MPs, ignoring central directives to stand firm in 
the fact of new threats ggaipSt their families, had submitted their res- 
ignations. The possibility that the Congress legislature party could pro- 
vide a new government disappeared. Mrs. Gandhi, left with no alterna- 
tive, announced on March 15 dissolution of the state assembly. The agi- 
tation had lasted for more than ten weeks. It had taken 103 lives, injured 
another 310 persons, and spurred arrests of more than 8,000 dem- 
onstrators. 

The Gujerat uprising can be considered a political watershed. It 
marked the collapse of shared consensus on legitimate methods of con- 
flict resolution between the government and opposition groups. Leaders 
of the Congress party charged the opposition with acting as “the pro- 
tagonists of vested interests” both at home and abroad in their support 
for extraparliamentary agitations that were creating conditions for the es- 
tablishment of a fascist dictatorship in the country. Senior leaders of 
the opposition accused the prime minister of using extraordinary police 
powers to curb the expression of popular discontent in a plan to take the 
country toward authoritarian rule in collusion with the Soviet-backed 
Communist party. Each side became convinced that the other would no 
longer abide by the rules of democratic politics. Each side justified its 
own excesses in the name of safeguarding democracy from the assaults 
mounted on it by the other. 

Mrs. Gandhi and other leading members of the Congress party were, 
in fact, already apprehensive that the central government and, in particu- 
lar, the prime minister, had become a target of a conspiracy by “external 
elements in India’s affairs in collusion with some internal groups. 

The press in Gujerat had published charges in April 1973 that the political 
adviser to the U.S. consul in Bombay had been meeting regularly with 
“certain elements” in the Gujerat ministry in order to “cause a political 
setback to Mrs. Gandhi. Mrs. Gandhi herself, in September 1973, 

According to the Congress Working Committee: “right reaction and vested interests 
have resorted to naked and systematic violence because the common people have in free 
elections repeatedly frustrated their attempts to capture power. Frustration in the camp of 
reaction has increased because of repeated reaffirmation of people’s faith in the principles of 
democracy, secularism and socialism and their support to programs which the Congress 
party under the leadership ofPrime Minister, Smt. Indira Gandhi, is pledged to implement. 
The Congress, the chosen instrument of the people for accomplishing fundamental and rad- 
ical changes in society, stands as an obstacle in the path of vested interests. Hence, the ver- 
dict of the ballot box is being sought to be thwarted by extra-parliamentary and fascist 
methods of coercion and duress." Ibid., p. 40. 

Excerpt from Mrs. Gandhi’s speech to the AICC, September 15, 1973, ibid., p. 101. 

An account of this is given in H. D. Malaviya, CIA, Its Real Face (Delhi, 1975), pp. 
57-58. 



528 


IMPASSE 


warned the AICC about the danger of foreign intervention in India’s 
internal affairs. She appeared to believe that the same fate that had over- 
taken President Allende of Chile — ^when his elected Marxist government 
was overthrown and he was murdered in a military coup after CIA 
agents had intervened to aggravate domestic economic difficulties — 
might also be planned for her by her enemies in the opposition aaing in 
cooperation with “outsiders.”^*’® 

Such fears were intensified by the growing recourse of opposition par- 
ties to extraparliamentary agitations for giving expression to popular 
economic and political discontent. Immediately after the dissolution of 
the Gujerat assembly, student agitators in Bihar, protesting soaring 
prices, shortages of essential commodities, mounting unemployment, 
and outmoded educational curricula had launched plans for a mass^/ier^o 
of the state legislative assembly to press their demand for the resignation 
of the ministry and dissolution of the Assembly. This time, moreover, 
the movement was dominated by members of the Jan Sangh’s student 
front, the Vidyarthi Parishad, in alliance with the student wing of the 
Samuykta Socialist party. The Student Action Committee, formed by 
leaders of noncommunist student organizations across the state, attracted 
the support of opposition parties ranging from the communal and con- 
servative Jan Sangh and Congress (O) to the radical CPI (Marxists). 
Once again, the agitation sparked large-scale civil violence. On the open- 
ing day of the Assembly’s budget session on March 18, looting and arson 
in the capital city of Patna was so widespread that army troops had to be 
called out to contain the mobs. This time, moreover, Jayaprakash 
Narayan did more than lend his prestige in support of the students’ de- 
mands. He announced that he would reenter political life to lead their 
movement, while expanding its goal to root out corruption from public 
life by waging “a struggle against the very system which has compelled 
almost everybody to go corrupt.”^®’ A dialogue between Narayan and 
Mrs. Gandhi broke down as each questioned the good faith of the other, 
Mrs. Gandhi charging that the “J. P. Movement” was being financed by 
“wealthy friends” under the influence of American capitalists, and 
Narayan accusing the prime minister of leading India toward a Soviet- 
backed diaatorship.^®® 

Even as the Bihar agitation gained momentum, the central govern- 
ment was confronted with a call for a general strike of India’s approxi- 
mately 1.7 million railway workers, a strike it believed was part of a 
deliberate attempt, this time by the left opposition parties, to create eco- 

Coitgress Marches Ahead — IX, pp. 103-104. The Statesman, April 10, 1974. 

108 iVlrs. Gandhi and Jayaprakash Narayan each aired their grievances against the other in 
separate interviews with Blitz, the prime minister in December 1974 and “J. P. ’ in Jan- 
uary and February 1975. See R. K. Karanjia, Indira-J.P. Confrontation, The Great Debate, 
pp. 38-71. 
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nomic and political chaos. The National Coordination Committee tor 
Railvvaymen’s Struggle, the union coordinating group formed to lead the 
approximately two hundred separate unions of railway employees in a 
national work stoppage, had been convened by the Socialist party leader 
George Fernandes. Fernandes, then president ot the All-India Rail- 
waymen’s Federation (the only recognized national federation of railway 
unions apart from the larger Congress-dominated National Federation of 
Indian Railwaymen), managed to win the support of other trade union 
fronts allied to the CPI, CPI (Marxists), and even thejan Sangh, and ac- 
commodated their representatives on the National Coordination Com- 
mittee. The demands of the workers, which centered around a doubling 
of wages, additional dearness allowance, payment of annual bonus, and 
provision of foodgrains and other essential commodities at subsidized 
prices, would have required, according to government estimates, addi- 
tional expenditures of about Rs. 450 crores at a time when inflation was 
already crippling the Center’s economic growth plans. 

The national leadership, convinced that the Gujerat and Bihar agita- 
tions signalled the beginning of a “combined attack by extreme Right 
and Left on all Government policies, and apprehensive that the rail- 
way strike was “politically motivated” and engineered by “certain ex- 
treme elements”''^ to interrupt production and aggravate economic dif- 
ficulties, became determined to resist all further concessions to opposi- 
tion demands. When discussions between union leaders and the railway 
minister, L. N. Mishra, threatened to reach an impasse less than one 
week before the scheduled date of the strike (called for May 8, 1974), the 
central government suddenly withdrew from all negotiations and in- 
voked the Defense of India Rules (DIR) under the 1971 Emergency Proc- 
lamation still in force to declare the strike illegal; and used its powers of 
preventive detention under the Maintenance of Internal Security Act 
(MIS A) to arrest Fernandes, other members of the National Coordina- 
tion Committee, and abut six hundred railway employees. The unprece- 
dented use of extraordinary powers to arrest leading members of the 
trade union movement and opposition was characterized by members of 
the Action Committee negotiating with government as a “heinous step” 
and in “violation of all democratic values.””^ But the Congress parlia- 
mentary party, strongly endorsing the government’s decision to use such 
extreme measures, retorted that “since it is a political issue the challenge 
has to be met on the political plane. Once the strike was actually 
underway, and it became apparent that more than fifty percent of all 
railway workers were absent from their jobs despite division within the 

'<>’ The Statesman, April 30, 1973. Ibid.. March 22, 1974. 

Excerpt from AICC, “Resolution on Political Situation," Congress .Marches Ahead — 

10, p. 16. 

The Statesman, May 3, \97 A. I /fciii.. May 5, 1974. 
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union leadership, the government moved decisively to crush the strike. 
Altogether, at least twenty thousand striking workers were arrested 
under DIR and MISA provisions. The strike was withdrawn after 
twenty days in what was considered a personal triumph for Mrs. Gan- 
dhi. Union leaders, admitting defeat, grimly conceded that they could 
not hold out in the face of the government’s “miniwar” against the rail- 
way workers. 

If the prime minister appeared persuaded that recourse to extraordi- 
nary powers was essential to cope with the growing incidence of 
extraparliamentary agitations and poHtical violence that disrupted the 
functioning of democratic governments, the opposition was no less con- 
vinced that only direct people’s intervention provided a corrective to the 
growing abuse of power by corrupt and unprincipled politicians. This 
climate of political mistrust, in which each side accused the other of at- 
tempting to pull down democratic institutions, was poisoned still further 
in early January 1975 by the shock of the first assassination since Inde- 
pendence of a Cabinet minister. The Union railway minister, L. N. 
Mishra, was killed and several others injured when a bomb exploded at 
the Samastipur railway station in Bihar as the minister inaugurated a new 
branch line. The murder of Mishra brought charges both by leaders of 
the opposition and government that the other side was responsible. 
Mishra, an important fund-raiser for the Congress party, had been the 
target of opposition demands for a parliamentary investigation into an 
import licenses scandaP^^ that appeared to have been set in motion at the 
time when Mishra had been foreign trade minister. The opposition, 
which believed that an open inquiry into the case would have led to ex- 
posure of corruption at the highest levels of the Congress party, did not 
shrink from speculation that the Congress leadership had arranged the 
assassination to prevent further damage to its image and that of the prime 
minister. The Congress party leadership, for their part, were equally 
convinced that Mishra had been “ a victim to the cult of violence, intimi- 
dation and coercion which is being spread in the country by fascist and 
anti-democratic elements and groups out to undermine democracy and 
create chaos. Indeed, by the time of the Mishra murder, Mrs. Gandhi 

was persuaded that a “dangerous and calculated plan” against democracy 

Bernard Weinraub, “India’s Rail Walkout Collapses, A Major Triumph for Mrs. 
Gandhi,” \'eit’ York Times, May 29, 1974. 

According to a Central Bureau of Investigation (CBI) report, import licenses had 
been approved for several blacklisted and nonexistent firms by Mishra’s successor as 
foreign trade minister on the basis of a memorandum of support earlier submitted to 
Mishra and ostensibly signed by 21 members of parliament. On examination, 20 of the 21 
signatures proved to be forgeries. The one authentic signature was that of Tulmohan Ram, 
MP, known as a protege of L. N. Mishra. 

*** Congress Working Committee, Condolence Resolution, Congress Marches Ahead 
m. p. 73. 
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was underway and that the Mishra assassination was only a “rehearsal” 
for an open assault aimed at removing her from power. She commented 
bitterly on opposition charges that members of the ruling party might be 
behind the bomb explosion: “When I am murdered they will say 1 ar- 
ranged it for myself.”^^^ 

The breakdown of consensus between the government and the opposi- 
tion had in faa crystalized into an open confrontation between Mrs. 
Gandhi and her allies inside the Congress on the one side, and Jaya- 
prakash Narayan and his own array of widely disparate supporters on the 
other. at the age of 72 (in 1974), ailing and disappointed at the 

failure of the Sarvodaya Samaj to bring about the nonviolent social revo- 
lution to which he had devoted his life’s work, had seen in the spontane- 
ous student uprising of Gujerat the best hope for a populist movement to 
awaken public opinion and apply pressure from below for economic and 
political reform. Student leaders in Gujerat, claiming ideological inspira- 
tion from Mahatma Gandhi, had sent messages to “J. P.” asking for ex- 
pressions of support. Youthful agitators in Bihar — Narayan’s liome 
state — had also come to him with arguments that a Gujerat-style move- 
ment should be started there. 

The political situation in Bihar reproduced the same conditions of 
unstable factional coalitions and political corruption that had ignited 
the Gujerat upheaval. If anything, conditions in Bihar — long accorded 
the melancholy distinction of being the most impoverished and worst 
governed state in India — were more desperate. Unlike Gujerat, with its 
sizable urban sector, Bihar remained almost entirely dependent upon a 
subsistence agricultural economy. About two-thirds of the state’s popu- 
lation were believed to be living below the poverty line, enmeshed in 
debt to local landowners and moneylenders, and victimized by the 
“army of corrupt officials with whom they come into contact.” Spiraling 
prices and shortages of essential commodities superimposed on this ab- 
ject poverty pushed many of the rural poor to the very brink of starva- 
tion. Yet, after years of nepotism and corruption, both under the Con- 
gress party and the revolving united front ministries that followed, “the 
people [had] lost faith in the government as well as the political parties.” 
Hopes stirred by Mrs. Gandhi’s apparent commitment to social justice 
and the return of Congress rule in the state after the 1972 elections were 
quickly dissipated by revival of a “no-holds barred struggle between 
rival factions to capture public office with the objea of making money, 
enjoying official privileges and distributingjobs and patronage among re- 
lations, friends and hangers-on. 

The January 8, 1975. 

Ajit Bhattacharjea, "Despair and Hope in Bihar." Time.? of /(idiu, September 17. 1973. 
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“J. P.’s” decision to lead the student agitation in Bihar endowed the 
protest with national political significance. Narayan was the only leader 
still in Indian political life cast from the Gandhian mold, a nationalist 
hero with the prospect of becoming prime minister who had renounced 
power to devote his life in service of the poor. Narayan, like Gandhi, also 
had a broad social vision, one that impelled him at the outset of the Bihar 
agitation to proclaim that the goal of the movement he was heading went 
far beyond a change in the ministry or dissolution of the state assembly, 
to encompass Sampurm Kranti (Total Revolution). Although the compo- 
nents of Narayan’s “total revolution” were not articulated into a clearly 
integrated ideology, still the broad range of social reforms they included 
went beyond the rhetoric of a simple slogan to invoke Gandhian princi- 
ples of social and political reorganization. His long-term goals of a 
“communitarian society” and a “partyless democracy” built on the re- 
constructed Indian village were a reaffirmation of the vaHdity of Gandhi’s 
vision of a “truly nonexploitative social order,” that was neither the 
“present feudal-capitalist structure” nor “State Capitalism, miscalled 
Socialism. Such an order, according to Narayan, required “institu- 
tional changes all around,” including the “elimination of caste and com- 
munalism, participatory democracy at the village and panchayat levels, 
implementing land reforms, changes in the cultural patterns as also a 
campaign against corruption in the private sector industries.” His advo- 
cacy of political and economic decentralization, employment-oriented 
growth, labor-intensive village and small industries, primary education, 
and basic agricultural development echoed Gandhi’s practical approach 
to village reconstruction. 

Yet, the differences between “J. P.” and Gandhi were at least as impor- 
tant. Narayan, who had spent twenty years in constructive work activity 
to spearhead the bhoodan movement in Bihar, without accomplishing the 
conditions of peaceful agrarian reform, had run out of time. He no longer 
hesitated to proclaim his ultimate goals in explicit terms as “an allround 
revolution, political, economic, social, educational, moral and cul- 
tural. He was, moreover, finally prepared to risk a confrontation 
with rural elites by organizing directly among the poor. What was 
needed, “J. P.” emphasized over and over again, were “permanent in- 
stitutions of peoples power” to convert the Bihar agitation from a 
Gujerat-style upheaval with no staying power into a sustained populist 
movement. 

In Bihar, where Sarvodaya workers had been preparing public opinion 
for more than twenty years, the program of “total revolution” included 
“educating the people, building grass-roots organizations, launching 

Ever}'maii’s IVeekly, May 18, 1975. 120 _ Decembers, 1974. 

Ibid., December 22, 1974. Ibid., December 8, 1974. 
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struggle against corruption and other social evils and initiating construc- 
tive action to usher in a new value system for the new social order to be 
built.” This process was to be started with the organization of Students 
and People’s Struggle Committees at the village and Block levels, incor- 
porating all sections of the population, but concentrating particularly on 
religious minorities, Harijans and members of the Backward Classes. 
Formation of the committees would be followed by the establishment of 
Janata Sarkars, people’s governments that would not only “carry on the 
day to day affairs of the people”'^^ through its public office, public fund, 
people’s court, and army of specially recruited youth, but would carry 
out a minimum program aimed at effective implementation of land re- 
forms; fair distribution of essential commodities; elimination of caste 
evils, especially payment of dowry; a campaign for cleanliness; and ver- 
ification of electoral rolls. Outside of Bihar, the struggle was to be more 
focused on more narrow economic and political reforms. These included 
the elimination of corruption, economic policies to meet the problems of 
high prices and growing unemployment, and programs for radical 
changes in education. Such goals were supplemented by proposals for 
electoral reform aimed at curbing the use of black money in campaigns; 
and strengthening the basis of popular participation in elections by pro- 
viding for the selection of (Janata) candidates for every assembly constit- 
uency from lists drawn up by village councils rather than political 
parties. 

Yet, for the time being, Bihar remained the political center of the 
movement, and in Bihar, as in Gujerat, all of these long-term goals were 
symbolized in the immediate demand of the “J. P. Movement” to re- 
move the state ministry as the embodiment of corrupt party politics. Be- 
tween March and November 1974, the “J. P. Movement” paralyzed the 
administration of the state, variously mounting a three-day Bihar baiidli 
(March), a Paralyze the Government Agitation (April), a march of one- 
half million people on Patna (June), another three-day Bihar batidli (Oc- 
tober), and a second massive demonstration in Patna (November). But in 
Bihar, the government replied to the agitator’s demands with unc.x- 
pected force. Convinced that it had to resist the Bihar agitation or face a 
movement for dissolution of elected governments in other states 
throughout the country, the central leadership refused to consider the 
demands for resignation of the ministry (then headed by Abdul 
Ghafoor). Students, youth, and women demonstrators, peacefully 
obstructing the work of government offices, were arrested en masse by 
the police. Train and bus services were canceled to prevent demon- 
strators from converging on Patna in support of strike calls. When 
large-scale mob violence erupted and police firings could not secure pub- 

Ibid., May 18, 1975. 
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lie order, the central government responded by garrisoning the state with 
approximately 40,000 security forces drawn primarily from the Central 
Reserve Police and the Border Security Forces to gather intelligence, 
arrest agitators, prevent sabotage on the railways, and otherwise main- 
tain order. By August 1974, Bihar was “like an armed camp with police 
and military guarding all major governmental and educational institu- 
tions at a reported cost of Rs. 100,000 per day.”^^"* This show of force 
was effective. Once assured of their personal security, the overwhelming 
majority of legislators in the Bihar assembly proved immune to moral 
appeals for their resignation. By November 1974, unable to achieve his 
immediate goals of overthrowing the Bihar ministry, “J. P.” agreed to 
take up the challenge directed at him by Mrs. Gandhi of letting the next 
general elections, scheduled for March 1976, determine which side en- 
joyed the people’s mandate. 

Even so, the Center had only succeeded in converting the Bihar 
movement from a state agitation to a movement of all-India scope. 
“J. P.’s” student followers in Bihar demonstrated very little staying 
power. Further, the logic of the fight against corrupt state 
governments — the popular rallying point for the movement — dictated a 
shift of focus to the Center. It was clear, as “J. P.” argued, that “Mrs. 
Gandhi has reduced the autonomy of the States to near zero, so that all 
decisions of any importance are made in Delhi rather than in Patna or the 
other State capitals. The chief minister of Bihar, and indeed, the 
majority of chief ministers of the states, had been selected by Mrs. Gan- 
dhi and were propped up at her command. There was little more to be 
gained from attacking the periphery; but rather, it was necessary to strike 
at the source. 

Narayan was also responding to broader pohtical considerations in his 
decision to mount an aU-India movement. Leaders of the noncommunist 
opposition, including such disparate groups as the Jan Sangh, Congress 
(O), SSP, BLD, and such regional parties as the DMK and Akali Dal, 
saw in Narayan, with his capacity to attract unprecedented crowds by a 
moral appeal that transcended divisive social and economic issues, a god- 
send in their attempt to overcome problems of finding a credible popular 
alternative to Congress and mount an offensive against the government. 
“J. P. ,” for his part, had to concede that he could not solve the organiza- 
tional problems inherent in accepting Mrs. Gandhi’s challenge to convert 
the conflict into a contest at the next Lok Sabha poll, simply by relying 
on students without the help of organized political parties. Even in 
Bihar, the Students and People’s Struggle Committee had rehed heavily 
on the work of student cadres from the Jan Sangh’s youth wing (Vidyar- 

124 Wood, “Extra-Parliamentary Opposition in India,” p. 322. 

125 Karanjia, htdha-J.P. Confrontation, p. 63. 
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thi Parishad), augmented by the much smaller student fronts of the SSP 
and Congress (O). 

The “J. P. Movement,” in the last months of 1974, began to change its 
character. The grass-roots organizational work in Bihar that would have 
been necessary to establish the institutional base for a sustained populist 
movement in that state was neglected, even while the energies of 
“J. P.’s” followers were diverted toward the opposition’s purpose of de- 
feating the Congress party and removing Mrs. Gandhi from power. A 
twenty-member National Coordination Committee, including Sar- 
vodaya leaders and leaders of the Jan Sangh, Congress (O), BLD, 
Socialist party, and Akali Dal, formally endorsed Narayan’s long-term 
goals for ‘‘basic social, economic, political, cultural and educational 
changes leading ultimately to total revolution, at the same time as 
they shifted the immediate focus of the struggle to an assault on the cen- 
tral government in their decision to organize a massive people’s march 
on parliament. Subsequently, Narayan, at mammoth public meetings in 
several states, gave his approval for the extension of the movement to 
Haryana, eastern Uttar Pradesh, Gujerat, West Bengal, and Andhra. Al- 
though he denied charges that the Bihar movement had been converted 
into another Grand Alliance in an ‘‘Indira Hatao” campaign, because it 
was ‘‘not against any individual but against a system,” ‘‘J. P.” issued an 
unmistakable warning to the prime minister: ‘‘If Mrs. Gandhi does not 
take steps to change radically the system and persists in standing in the 
way of revolutionary struggle, she cannot complain if, in its onward 
march, the movement pushes her aside with so much else.”’^^ 

As the huge processions and public meetings succeeded one after the 
other, and Narayan called on his followers to engage in ghcraos, sit-ins, 
and protest fasts; appealed to legislators to resign their posts; advised stu- 
dents to boycott the universities and admonished the police and army not 
to obey orders that were ‘‘unconstitutional, illegal or against their con- 
science,”^^® he accumulated a moral authority that challenged Mrs. Gan- 
dhi’s effective power. Within a few months, the press was full of reports 
that ‘‘ ‘J. P.’ rather than any Congress leader today symbolizes the tradi- 
tional values of the party bequeathed by Gandhi and Nehru. He is insist- 
ing on probity in public life and in the task of governing the country. He 
is raising his voice against a growing tendency towards authoritarian 
forms of rule.”^^® 

The ‘‘J. P. Movement” polarized the supporters and opponents of 
Mrs. Gandhi, pushing political antagonists beyond the point of rcconcili- 

The Statesman, November 27, 1974. 
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ation. Within the Congress party, the cleavage between the ex- 
communists on the one hand, and noncommunist socialists and other 
Congressmen on the other, hardened almost to the point of an open 
division. 

In Bihar, the center of the “J. P. Mov’^ement,” this division had become 
impossible to disguise. The Bihar PCC was torn between the pro-CPI 
faction, which argued that “the Congress cannot exist alone,” and those 
who asserted that “Congress had been successfully fighting reactionary 
forces even when the so-called progressive forces were not bom yet in 
this country. In fact, the Congress had had to rely heavily on the CPI 
in Bihar as the only party capable of mounting large-scale pro-govem- 
ment demonstrations in solidarity with the Center’s refusal to concede 
the dismissal of the state ministry. 

The polarization in the Bihar Congress was reproduced at the Center. 
Within the Cabinet, two Bihari ministers, L. N. Mishra and Jagjivan 
Ram, each threw his support to one of the rival factions in the state. 
Mishra, regarded as the partisan of the pro-communist faction, appeared 
to have the advantage over Jagjivan Ram in enjoying the special confi- 
dence of Mrs. Gandhi. Within the AICC, the pro-CPI faction similarly 
used its influence with the prime minister to convert the party executive 
into a forum for constant attacks on “J. P.” Crediting rumors of CIA 
involvement in the Bihar agitation, they argued that behind the slogan of 
partyless democracy was a conspiracy of the vested interests to subvert 
democratic institutions. At thfe height of their influence, in November 
1974, they were able to commit the national leadership to the official 
view that 

behind the facade of partyless democracy lurk the dark and violent 
forces of Indian fascism, well-organized and well-poised to destroy 
the democratic institutions and impose their reign of terror. The Jan 
Sangh, the RSS and the Anand Marg are the driving forces behind 
the assault on the citadel of democracy. When it falls they will move 
in quickly to occupy the vantage positions. The result can be pre- 
dicted. A naked dictatorship of the propertied classes will come into 
existence. It will appeal to the most regressive tendencies in our so- 
cial and political life. Communalism, regional chauvinism, fanati- 
cism of all kinds and a narrow, life-denying cultural revivalism, wiU 
thrive. 

The Statesman, Oaober 25, 1974. 

AICC Central Training Camp, Narora: November 22-24, 1974, Present Political Situa- 
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at the Railway Workshop in Jamalpur. Ananda Margis profess an ideology combining 
commitment to the highest spiritual ideals of Hinduism with devotion to revolutionary’ so- 
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Prominent exponents of this view, including D. K. Barooah, then presi- 
dent of the Congress party, began to convey their advice to the prime 
minister that she would have to take strong measures, including the ar- 
rest of major opposition leaders. 

By contrast, a pro-Narayan section emerged among the noncom- 
munist socialists in the Congress parliamentary party. They not only de- 
fended “J. P.’s” patriotic motives, but argued in favor of a dialogue be- 
tween the prime minister and the Sarvodaya leader to bridge the growing 
gulf between the government and opposition parties, and thwart the 
“sinister attempts and machinations” of the pro-CPI elements to create 
another split in the Congress party as the prelude to establishing an “al- 
ternate” government of left and democratic unity. Led by Chandra 
Shekhar and Mohan Dharia, with an effective strength of thirty to forty 
MPs, this group kept up its own persistent demands for negotiations be- 
tween Mrs. Gandhi and “J. P.” on basic issues of unemployment and 
corruption that “needed to be tackled rather than sidetracked. Mrs. 
Gandhi, who argued that only two points were actually at issue, namely, 
the Bihar agitation aimed at destroying democracy and the opposition 
alliance to remove her from office, professed bewilderment about “what 
negotiations mean.” She asked rhetorically, “What do you negotiate 
about? How to destroy democracy? Is that negotiable? . . . The other 
main point is to remove Indira Gandhi. How can 1 negotiate about 
that?”i34 

The conflict could not be contained behind the scenes, but broke out 
into the open. In January 1975, Jagjivan Ram, the most senior member of 
the Cabinet, threw his influence on the side of Chandra Shekhar and his 
group by publicly warning against the grave danger to Congress from 
infiltration of former communists.'^® Ram’s warning “set many alarm 
bells going in the ruling party.”'®® It emboldened other Congress leaders 
to assert openly that the CPI had been the main beneficiary of the con- 
frontation between Narayan and the ruling party. These sounds of dis- 
sent among senior leaders resonated within the rank and file. Shortly af- 
ter, the pro-CPI faction suffered a serious attrition in its support from 
members of the Congress parliamentary party. Elections for office bear- 


dal transformation aimed at ending economic exploitation. According to Sarkar, revered 
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ers held in May 1975 demonstrated that a “silent majority” inside the 
CPP preferred candidates allied with Chandra Shekhar and the advocates 
of a dialogue with “J. P.” over nominees of factions supporting the anti- 
“J. P.” position of the ex-communists. Yet Mrs. Gandhi, who had 
peremptorily dismissed Mohan Dharia (then minister of state for works 
and housing) in March 1975 for his insistence on talks with “J. P.,” gave 
no indication that she intended to change her position. Indeed, it was 
hardly reasonable to expect her to do so. 

Any doubt that the “J. P. Movement” had been converted into an op- 
position alliance aimed at removing Mrs. Gandhi from office was dis- 
pelled by the show of sohdarity between Narayan and Morarji Desai 
when the latter, charging the central government with “unwarranted ex- 
tension” of President’s Rule in Gujerat and “blatant refusal” to hold new 
elections after dissolution of the Gujerat assembly, announced “an in- 
definite fast from April 7 [1975] at my residence in Delhi for restoring 
the people’s right of electing their representatives before the end of May 
and removal of the state of emergency in the country and thus stopping 
the accelerating process of negation of democracy. Desai, who sub- 
sequently conceded he had begun the hunger strike to “start the battle I 
had been dreaming of ever since 1969,”^^^ received strong support from 
Narayan. In a public statement that challenged the central government’s 
credibility in twice postponing elections for the Gujerat assembly until 
September 1975 at the earliest — first for reasons of completing delimita- 
tion of constituencies, and then on grounds of extreme scarcity and 
drought conditions in the state — he asserted, “I am . . . fully inclined to 
agree with Morarjibhai that the decision of the Prime Minister was polit- 
ically motivated to suit the interest of her party and that the promise to 
hold elections in September was a cleverly designed political rape.”^"^'’ 

The ties between Narayan, prominent leaders of the opposition, and 
dissidents inside the Congress party were, moreover, self-evident. More 
than forty Congress MPs meeting at the home of Mohan Dharia ex- 
pressed the consensus of the meeting that demands for an early election 
in Gujerat should be met and that “the Government should save Mr. 
Desai’s life.”^*^^ Mrs. Gandhi, who apparently did fear the political con- 
sequences of being held responsible for the aging leader’s death, gave as- 
surances on April 13 that elections to the Gujerat assembly would be held 
by June 10. The concession marked the beginning of a dramatic erosion 
in the prime minister’s power to contain the assault on her position by 
the combined forces of the opposition and dissidents inside the party. 

Ibid., May 1 0, 1 975. “s ^ ^pril 3, 1 975. 

Moraiji Desai to Oriana Fallaci, June 25, 1975, an inter\-ie\v published in The Sew 
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During the next few weeks, Mrs, Gandhi suffered a series of setbacks 
that could not have been anticipated either by her or her allies. On the 
morning of June 12, 1975, after a four-year litigation challenging the 
legality of her 1971 election — in a court case considered to present no 
more than a minor political embarrassment for the prime minister — 
Justice Jagmohan Lai Sinha of the Allahabad High Court ruled that Mrs. 
Gandhi had committed “corrupt practices” under the Representation of 
the People Act (1951) in her campaign for the Lok Sabha from Rae Bareli 
constituency in Uttar Pradesh. The charges, filed in an election petition 
by the defeated candidate, Raj Narain, challenged the legality of Mrs. 
Gandhi’s use of Indian air force planes for transportation to her constitu- 
ency; the use of local administrative and police officers and engineers to 
make arrangements for election meetings, including the construction of 
speakers’ rostrums, the supply of loudspeakers, and electric power to op- 
erate them; and the provision by state authorities of government vehi- 
cles, telephones, and police security at election rallies. According to the 
petition, all these practices violated statutory prohibitions against the use 
of official machinery for the purpose of advancing the election prospects 
of a candidate. They had provided advantages of mobility and communi- 
cation to the prime minister over her opponent that reduced the election 
to a “farce. The petition argued further that the cost of such ar- 
rangements had been improperly charged to the central and state gov- 
ernments, and should be assessed instead against the prime minister’s 
personal campaign to place her in violation of the S5,000 legal limit on 
election expenditure. Added to these charges were additional complaints 
alleging the prime minister had actually bribed voters with gifts and of- 
fered free rides to the polls; and that she had used a “religious sym- 
bol” — a cow and calf — to further her election prospects. Another charge 
in the complaint specifically accused the prime minister of using the serv- 
ices of her personal secretary, Yashpa! Kapoor, while he was still a gov- 
ernment officer on special duty in the prime minister’s secretariat to 
launch her campaign in Rae Bareli. 

Justice Sinha did exonerate Mrs. Gandhi on the most serious charges, 
particularly those of bribing voters and of exceeding the legal limit on 
campaign expenditure. Nevertheless, he found the prime minister guilty 
of two lesser charges. He ruled that she had authorized Yashpal Kapoor 
to carry out election work on her behalf in Rae Bareli, before his resigna- 
tion from government service to aa as her election agent could become 
effective. He also found Mrs. Gandhi guilty of using the services of local 
officials to construct rostrums and provide loudspeakers and power, ar- 
rangements which added to the effectiveness of her campaign but could 
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not be justified strictly in terms of security arrangements essential to the 
protection of the prime minister. 

The conviction on “corrupt practices,” even in the case of such minor 
offenses, automatically invalidated Mrs. Gandhi’s 1971 election from Rae 
Bareli. Under India’s electoral law, it also debarred Mrs. Gandhi from 
holding any eleaive office during the next six years. Once deprived of a 
seat in parliament, Mrs. Gandhi could constitutionally continue as prime 
minister only for a period of six months, and during that time she would 
not have been able to vote in the Lok Sabha. It appeared that she had no 
alternative but to resign. At the same time. Justice Sinha had allowed a 
clear “stay order” delaying execution of the judgment for twenty days, 
permitting time for Mrs. Gandhi to file an appeal in the Supreme Court. 

Even before the prime minister had time to absorb the full implications 
of the court decision, other news reaching New Delhi the same evening 
indicated an upset in the Gujerat election. In Gujerat, the Lok Sangharsh 
Samiti, set up in March 1975 to launch a “J. P.”-type movement in the 
state, had organized a Janata Front under the “stewardship” of Morarji 
Desai to oppose the Congress in the Assembly elections. The front, 
composed of a four-party alliance between the Congress (O), Jan Sangh, 
BLD, and Socialist party, agreed to Narayan’s proposals for selecting 
“clean” Janata candidates from lists drawn up by the constituent parties, 
and to abide by Desai’s decision in the case of any differences among 
them. The notion that the non-CPI opposition alliance “would have the 
disadvantages of a Grand Alliance which the Congress would find it rela- 
tively easy to demolish”^'’^ was disproved at the polls. Despite the fact 
that the Congress leadership had been determined to defeat the front as 
the forerunner of another opposition electoral alliance at the 1976 Lok 
Sabha poll— and notwithstanding extensive election appearances by Mrs. 
Gandhi at nearly a hundred meetings during the campaign — Congress 
suffered a serious loss of seats from 140 in 1971 to 75 in 1975. The Janata 
Front, campaigning on charges of government corruption, commanded 
a clear majority of 87 out of 168 seats. It ousted the Congress from 
power and formed the new government in the state. 

The two virtually simultaneous reverses dramatically eroded both 
Mrs. Gandhi’s legal position and her moral authority. The noncom- 
munist opposition parties immediately demanded her resignation. They 
sent a joint deputation to President Fakhruddin Ali Ahmed, requesting 
him to order Mrs. Gandhi from office. The major Indian newspapers 
took up a similar position. They insisted that democratic propriety de- 
manded she must step down at least temporarily until the Supreme 
Court could exonerate her from wrongdoing on appeal. 

S. Nihal Singh, “New Jauntiness in Congress,” The Statesman, May 2, 1975. 
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Mrs. Gandhi had finally exhausted the possibilities of political ma- 
neuver within the limitations of the existing parliamentary process. 
Although the Congress parliamentary party put up a show of public sol- 
idarity to reiterate the party’s “fullest faith and confidence” in Mrs. Gan- 
dhi’s leadership, the arguments of the opposition were being echoed by a 
growing number of MPs.^'*® Indeed, Chandra Shekhar and Mohan 
Dharia were actively canvassing support in the parliamentary party 
around the demand that Mrs. Gandhi temporarily resign until the Su- 
preme Court could rule on her appeal. Yet it was not likely that the 
prime minister could regain her power, even if the Supreme Court 
finally ruled in her favor. Initial probes aimed at exploring the political 
consequences if Mrs. Gandhi chose to step down indicated irreconcilable 
differences inside the Congress parliamentary party on the question of 
even a temporary successor. Supporters ofjagjivan Ram, the most senior 
member of the Cabinet, and the only national leader with an autono- 
mous base of support (in the Harijan community), made it known that 
he would contest any effort by the prime minister to impose her own 
choice as head of a caretaker government. The prime minister, who was 
receiving intelligence reports that Chandra Shekhar and his group were 
in close communication with Ram, did not trust him to step aside even if 
she was successful on appeal. This fear also animated the discussions of 
the ex-communists, who preferred the choice of a “safe and pliable” col- 
league as caretaker, but were equally worried that any slight tojagjivan 
Ram might cause him to leave the party. The specter of another split 
raised the possibility of political disaster. The Forum and its allies could 
not command a majority inside the Congress parliamentary party; an al- 
ternative government of left and democratic unity had to be ruled out. 
Instead, the dominant faction, led byjagjivan Ram, would seek out its 
allies among the conservative opposition groups; or, in case a stable co- 
alition government was not possible, it was even conceivable that the 
army would have to step in. In either case, the ex-communists would 
have lost everything because they would have lost their access to the 
source of power after the departure of Mrs. Gandhi. They could not see 
any alternative to her continuation in office until the Supreme Court had 
time to review the case. This was also the assessment of the communists 
outside the party. A resolution adopted by the CPI on June 13 offered 
unequivocal support to the prime minister against the forces of “right 
reaction” calling for her resignation. 

The Congress party president, D. K. Barooah, who gave expression 
to this consensus with the hyperbolic slogan, “Indira is India and India is 

The most detailed account of events preceding the decision to invoke emergency pro- 
visions of the constitution is provided in Nayar, The Jud!;emcnl. Sec also Marcus F. Franda. 
India's Double Emergency Democracy, Part I: Transformations. South Asia Scric-s xix;I7 
(American Universities Field Staff, 1975). 
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Indira,” found his allies where he could. There was, in fact, a great deal 
of support for the prime minister from Cabinet ministers and chief minis- 
ters at the states who owed their power to her. Perhaps equally impor- 
tant, at the moment when Mrs. Gandhi appeared to some to be “on the 
verge” of resigning, there was probably no one with a more compelling 
personal interest in her continuation as prime minister than her younger 
son, Sanjay, whose Maruti venture continued to attract opposition de- 
mands for a parliamentary probe. Indeed, although Sanjay’s pro-busi- 
ness views made him antagonistic to the ex-communist faction inside the 
party, he and Barooah did share a common interest in pulling together to 
convince Mrs. Gandhi not to resign. Meanwhile, Mrs. Gandhi herself 
was leaning more and more on advice from her son, “who was giving 
her all the strength from wilting under pressure and who had told her 
not to resign when some of her staunchest supporters appeared to be 
faltering.”^'*® 

Sanjay, who had begun to exercise some pohtical influence through his 
friendships with R. K. Dhavan, the prime minister’s additional private 
secretary (in the prime minister’s secretariat) and Bansi Lai, the chief 
minister of Haryana, worked with Barooah to orchestrate “spontane- 
ous” popular demonstrations of loyalty to Mrs. Gandhi. They re- 
quisitioned trucks and government buses to go into nearby villages and 
bring crowds into New Delhi to shout their approval in front of the 
prime minister’s house. They directed the chief ministers in the neigh- 
boring states to organize similar ralhes. Yet, if Mrs. Gandhi quickly came 
around to their view that she should not resign even temporarily, still 
evidence was mounting that she could not continue in office for the sev- 
eral months required until the Supreme Court ruled on her case, and 
hope to govern effectively. The discontent within her own party was 
growing. Some members of the CPP began to have doubts that they 
could fight the upcoming February 1976 Lok Sabha elections with Mrs. 
Gandhi as leader. The legal situation, moreover, was discouraging. 
There was little reason to believe that the Supreme Court — ^which was 
expected to exonerate Mrs. Gandhi in the final ruling, would grant an 
absolute stay of execution of the Allahabad verdict. All legal precedent 
suggested the prime minister would receive a conditional stay only, 
allowing her to remain in office, but not to function as a full voting 
member in Lok Sabha debates. Her own lawyers, moreover, argued that 
unless Mrs. Gandhi was allowed to function as prime minister without 
restriaions during the three or four months required for a Supreme 
Court review, a “stigma” would attach to her name and office. It was not 
difficult to foresee that under such conditions agitations aheady being 
planned by the opposition to intensify popular pressure on Mrs. Gandhi 

1^6 Ibid., p. 24. 
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to resign — especially when their impact on public opinion would be 
magnified by sympathetic coverage in the press — would foment even 
further discontent inside the Congress parliamentary party. All of these 
considerations made it appear that Mrs. Gandhi could not continue in 
office unless her opponents both outside and inside the party were pre- 
vented from carrying out agitations against her leadership, and — equally 
important — the press was curbed from carrying partisan reports of such 
opposition activities that could influence public opinion in favor of her 
enemies. 

On June 15, Sanjay began his work on “some plan to set things 
right. As initially conceived, it called for the arrest of important op- 
position leaders and the imposition of censorship on the press. It was 
within the government’s powers to carry out the arrests under MISA, 
and such arrests had actually been rumored sincejanuary 1975, but it was 
not clear under which laws press censorship could be imposed. The ad- 
vice that Mrs. Gandhi received from the West Bengal chief minister, 
Sidhartha Shankar Ray, a lawyer, and one of the few people taken into 
confidence about the action contemplated against the opposition was that 
the only way legally to arrest the opposition leaders and apply stringent 
press censorship was to declare an “internal” emergency under Article 
352 of the constitution, so that government could assume sweeping 
powers. 

Even as the prime minister considered the implications of such a step, 
her position became more untenable. On June 24, the Supreme Court 
refused her application for an absolute stay. Justice Krishna Iyer ruled 
that Mrs. Gandhi could continue as prime minister, but that during the 
period pending her appeal she would not have the right to vote in the 
Lok Sabha. The five-party Janata Front (its ranks augmented by the Akali 
Dal) seized on the Supreme Court’s decision to insist that “the stigma of 
corruption continues” and that the interests of “political propriety and 
democratic convention” demanded Mrs. Gandhi step down from office. 
If the prime minister refused to resign, they warned, “we have no choice 
but to launch a countrywide movement, including satyagraha, demand- 
ing her resignation. On June 25, at a mammoth rally in New Delhi, 
Jayaprakash Narayan announced plans of the opposition parties to launch 
a nationwide satyagraha for Mrs. Gandhi’s resignation. He called upon 
the army, police, and government employees not to obey any “illegal” 
orders, and to protect the constitution; asked students to leave their 
classes; and appealed to his supporters not to cooperate with the gov- 
ernment and refuse to pay any tax. On the same day, the national exec- 
utives of the Congress (O), Jan Sangh, BKD, Socialist party, and Akali 
Dal set up a Lok Sangharsha Samiti (People’s Struggle Committee), 

Ibid . •'*8 Times of June 25, 1975. 
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headed by Morarji Desai, to organize a nationwide “struggle” beginning 
June 29, including rallies in all state capitals, tehsils, and Block headquar- 
ters. As part of this struggle, in New Delhi volunteers in groups of about 
a hundred were to defy police bans on demonstrations in the area around 
the prime minister’s house, and march on her residence daily, asking 
Mrs. Gandhi to resign. Moraiji Desai, in an interview with a foreign 
joumahst on the evening ofjune 25, described the opposition’s determi- 
nation to oust Mrs. Gandhi from office through these tactics in un- 
equivocal language: 

We intend to overthrow her, to force her to resign. For good. The 
lady won’t survive this movement of ours. She won’t be able to be- 
cause it is on a national scale and includes all possible political trends, 
and even some members of her own party. Some Ministers she got 
rid of because they demanded social reforms, for instance. We are 
strong at last and we proclaimed a Satyagraha. . . . Satyagraha 
means civil disobedience. It consists in ignoring every prohibition, 
every law, every arrest, every police attack. You stand there, the 
police charge into the crowd and beat you up and you don’t retreat. 
You don’t yield an inch. You don’t need strength to do this, you 
don’t need to eat. It was Mahatma Gandhi who launched the first 
Satyagraha effort against the British. With them, it worked. They 
were compelled to leave. She will be forced to go too. Thousands of 
us will surround her house to prevent her going out or receive vis- 
itors. We’ll camp there night and day shouting to her to resign. 

Even as Desai spoke, however, arrangements had been completed to 
impose an internal emergency starting at midnight, June 25. Whatever 
reservations the prime minister initially may have had were outweighed 
by the growing conviction that she was confronted with an opposition 
conspiracy to “paralyze the Government and indeed all national activity 
and to walk to power over the body of the nation. The upheaval in 
Gujerat, the national railway strike, the agitation in Bihar, had all con- 
tributed to a feeling of chaos, with the “J. P. Movement” making it ap- 
pear that pressures from the right and left would coalesce. The unex- 
pected outcome of the Gujerat election and the stunning surprise of the 
High Court’s decision increased the sense of threat, even sparking fears 
about the prime minister’s physical safety as the first demonstrators pre- 
pared to take up their vigil outside her house after Narayan’s inflamma- 
tory speech on June 25. 

The danger to public order presented by the opposition’s call for a 
countr^^vide satyagraha, moreover, was potentially serious. The op- 
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position’s plans for paralyzing the Central (and state) governments by 
popular demonstrations inevitably evoked apprehension about large- 
scale battles between the demonstrators and the police. Against the back- 
ground of unpredictable crowd violence since the Gujcrat uprising, the 
feeling grew that “anything could happen.” Several chief ministers had 
conveyed their own concern that local police forces would not be suffi- 
cient to maintain law and order in the event of popular agitations. In 
New Delhi itself, where tens of thousands had turned out to applaud 
“J. P.,” and where the Jan Sangh with its RSS cadre was well entrenched, 
peaceful demonstrations could easily turn violent. Indeed, popular dem- 
onstrations could provoke such large-scale disorders that army troops 
might have to be called out. Under such circumstances, the civil author- 
ity, and in particular the power of the prime minister, whose credibility 
was already seriously suspect, would become dependent upon the 
goodwill of the military. 

Still, no one, neither her opponents united around Narayan, nor her 
supporters inside the Congress party and the CPI, anticipated the full 
force of Mrs. Gandhi’s reaction to her desperate situation. On the eve- 
ning ofjune 25, the prime minister, accompanied by S. S. Ray, called on 
President Fakhruddin Ali Ahmed to inform him of their plan to impose 
an internal emergency. Before midnight the same day, the president, on 
the basis of a formal request from the prime minister signed a Proclama- 
tion of Emergency. In the early morning hours ofjune 26, Mrs. Gandhi, 
operating through “handpicked officials in the Prime Minister’s Secre- 
tariat and a few Chief Ministers”'®^ authorized the arrests of opposition 
leaders and dissidents inside the Congress party. Jayaprakash Narayan 
and Morarji Desai from the first group, and Chandra Shekhar and 
Mohan Dharia from the second were among the first taken into custody. 
Only after the Emergency Proclamation had been issued and the arrests 
carried out was the Cabinet summoned for a meeting at 6:00 a.m. to con- 
sider Mrs. Gandhi’s decision. Stunned by news of the arrests, and particu- 
larly by the detention of Chandra Shekhar as Mrs. Gandhi’s most in- 
fluential opponent inside the party, and convinced that if Chandra 
Shekhar could be arrested, anybody could be arrested, they acquiesced in 
Mrs. Gandhi’s action. At 8:00 a.m., one hour after President Ahmed 
publicly proclaimed the State of Emergency, Mrs. Gandhi went on All 
India Radio to explain her action as a response to “the deep seated and 
widespread conspiracy which has been brewing ever since I began to in- 

Times of India , June 26, 1977. Officials who would be loyal to the prime minister were 
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the Emergency. Among the chief ministers, only Bansi Lai (Haryana) and Sidhartha 
Shankar Ray (West Bengal) had advance knowledge of the decision to impose an internal 
Emergency. The other chief ministers were merely informed of plans to carry out arrests of 
opposition leaders under MISA and the DIR. See Nayar, The Jiid<;emeiu, pp. 35-45. 



546 IMPASSE 

troduce certain progressive measures of benefit to the common man and 
woman in India. 

The proclamation placed unlimited authority in the hands of the cen- 
tral government, suspending both the federal provisions of the constitu- 
tion and guarantees for fundamental rights. The Center acquired the 
power, either through parliament or by presidential ordinance to make 
laws for the states, and direct state officials to execute these laws. The 
right of citizens to move the courts in order to challenge the vaHdity of 
laws in conflict with the fundamental rights provisions was no longer 
recognized. Presidential orders, moreover, gave specific content to these 
blanket powers. On June 29, “the right of any person [including a 
foreigner] to move any court for the enforcement of the rights conferred 
by Article 14, Article 21 and Article 22 of the Constitution” was re- 
voked. Subsequent decrees authorized the government to arrest politi- 
cal opponents without formal charges or court hearings, and to detain 
them for two years without the right to petition for release. The numbers 
of those ultimately arrested under these sweeping powers reached more 
than a hundred thousand. This assault on the opposition was carried 
out under the most rigorous censorship imposed on the press to prevent 
reports of political arrests or any other news likely to “denigrate the in- 
stitutions of the Prime Minister, President, Governors, and Judges of 
Supreme Court and High Courts ... or bring into hatred and contempt 
the Government established by law in the country. In addition, 
twenty-six political organizations affiliated with communal and ex- 
tremist groups were banned, including the RSS on the right and the CP 
(ML) on the extreme left. 

All of this “checkmated” the “J. P. Movement.” Deprived of the top 
layer of its leadership, the movement had no grass-roots organizational 
apparatus in place to provide direction. There were few popular out- 
breaks and no mass upsurge in protest at the arrests. Even in Bihar, the 
opposition, which never had gone beyond its lower-middle and middle- 
class base, “melted away.”^^® 

Mrs. Gandhi followed a well-worn path. She justified her decision to 
suspend constitutional processes as a new opportunity to go ahead with 
economic reforms. Indeed, the Proclamation of Emergency' was fol- 

Nayar, TJie Judgement, p. 42. 

The three articles guaranteed the right to equality before the law, protection of life 
and hberr\-, and protection against arrest without formal charges or appeal. 

Incomplete data released by the Home Ministry’ in July 1977 indicated that arrests 
under MISA and DIR totaled 74,462. Arrest figures from Andhra, Madhya Pradesh, 
Orissa, and Uttar Pradesh were not yet available. The best estimate of the total number of 
persons detained during the Emergency' is 100,000-1 10,000. Times of India, July 8, 1977. 

The censorship guidehnes are published in Nayar, The Judgement, Annexure n, pp. 
204-206. 

New York Times, July 4, 1975. 



IMPASSE 


547 


lowed in only five days by announcement of a Twenty-Point Economic 
Program that promised to use the government’s sweeping new powers 
to enforce longstanding policies for basic social change. The govern- 
ment pledged, among other things, to implement agricultural land ceil- 
ings, provide housesites for landless laborers, abolish bonded labor, liq- 
uidate rural debt, increase agricultural wages, bring prices down, step up 
agricultural and industrial production, socialize urban land, prevent ta.x 
evasion, confiscate the properties of smugglers, provide cheaper books 
for students, and enlarge overall employment.^®’ The Congress party 
leadership hailed these promises as the “beginning of a renewed and vig- 
orous battle against poverty, for laying the foundation of a new social 
order.”’®® 

Yet, while the Emergency enormously increased the personal power 
of the prime minister and the coterie that gathered around her, it could 
not augment the capacity of the central government to carry out basic 
social change. Mrs. Gandhi’s word was law for the national administra- 
tive services and the police, and all other agencies of the state directly at 
her command — and at her mercy — under the centralized powers of the 
expanded prime minister’s secretariat. Even so, the central government 
still had no direct administrative apparatus reaching down into the vil- 
lages. Neither was there any functioning Congress party at the grass- 
roots level that could rally the support of the rural poor around the ad- 
ministration’s efforts to carry out agricultural reforms. Institutional 
changes, in particular, would have had to be implemented in the villages 
through the existing local authorities, that is, the very rural elites against 
whose power they were directed. At the villages, the loudest voices still 
belonged to leading members of the dominant landowning castes. 

For a full description of the Twenty-Point Program by an enthusiastic supporter, sec 
J. S. Bright, Emergency in India and 5+20 Point Programme (New Delhi, 1976). 

New York Times, July 3, 1975. 
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Conclusion: 

Emergency and Beyond 


An analysis of the performance of India’s political economy over the past 
thirty years suggests at least three broad conclusions. The first is that 
adequate progress toward the multiple economic, social, and political 
goals of development cannot be accomplished in the absence of radical 
agrarian reform. Whether the aim is to achieve sustained economic 
growth, or to reduce social disparities, or to consohdate strong political 
institutions that can bypass local elites to penetrate the villages, it is es- 
rsential to alter the pattern of economic concentration in the rural seaor. 
(This involves some significant redistribution of productive assets, 
particularly land, to ensure minimum levels of viabiHty to larger num- 
bers of small holdings. It also requires some degree of change in agrarian 
organization from individual to cooperative patterns of economic aaiv- 
ity, both to augment capacities for investment on capital projeas as well 
as ancillary' agricultural enterprises, and to create additional employment 
opportunities for the growing numbers of marginal farmers and landless 
laborers. 

Second, solutions for reconciling accommodative politics and radical 
social change through “non-political” organizational changes at the vil- 
lage level have proven unworkable. In particular, the assumption that 
cooperative and panchayat institutions introduced into the villages as in- 
struments of community development, and constituted on principles of 
universal membership and adult suffrage, would operate to shift gradu- 
ally the balance of economic and political power away from the domi- 
nant landed castes rested on a serious misunderstanding of the potential- 
ity for reconstructing the village as the basic unit of social action in the 
countryside. Village cohesion, even at Independence, had already been 
eroded by growing class differentiation and economic disparities. The 
more affluent members of the dominant landowning castes had turned 
their resources to profitable new opportunities for participating in com- 
mercial farming provided by the wider market economy. Over time, 
they found fewer compelling reasons, either of economic interest or so- 
cial status, to use their surpluses for meeting traditional obligations under 
the network of patron-client ties that had bound together the high-status 
landowning castes, and low-caste tenants, laborers, and artisans in the 
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more self-contained and interdependent subsistence village economy. At 
the same time, the much larger numbers of marginal farmers and landless 
laborers, still splintered along traditional allegiances to family, caste, and, 
faction, found it all the more difficult to present a united front against the 
larger landowners in the contest for control over the new community 
development bodies: many landless and land-poor families were faced 
with “economic crisis”^ that could be contained only by safeguarding 
even attenuated dependency relationships with more affluent members of 
the landowning castes. The richer landowners, who were already better 
placed in the village social hierarchy, had little difficulty in manipulating 
a fragmented and dependent peasantry to maintain control of the 
cooperative and panchayat institutions. From this vantage point, they 
were able to exploit increased access to production credit, improv'ed 
methods of cultivation, and more secure markets for further augmenting 
their resources. The politics of accommodation, under such conditions, 
actually operated to strengthen the power of these dominant peasant 
castes. They were able to rely both on strength of numbers (relative to 
the much smaller ranks of the elite upper castes) and growing economic 
affluence, to strike the most advantageous alliances with external sources 
of power in the ruling party and administration, which, in turn, further 
bolstered their strategic position as intermediaries between the land-poor 
peasantry and the wider economic and political system. 

Third, unless countervailing efforts arc made to organize the peasantry! 
in new forms of class-based associations that can build their own direct 
relationships with outside power centers in the political parties and the 
administration, the superior numbers of the poor cannot be converted,, 
into a potent political resource. By definition, such an approach to politi- 
cal organization involves a departure from accommodative politics, and 
invites polarization of the political process. Yet, there docs not seem to 
be any alternative if the basic advantage of the poor in their strength of 
numbers is to be brought to bear from below in effective application of 
pressure for the implementation of social reform. 

Finally, even if such analytical conclusions appear unpersuasive to 
political elites who must ultimately cope with the consequences of a 
mobilized peasantry, they arc likely to be impressed by a more irresisti- 
ble fact. The last thirty years has seen a major transformation in Indian 
politics. Large numbers of the illiterate and the impoverished have be- 
come active participants in the political arena. They arc aware of their 

' An extremely useful analytical framework for understanding the differential impact of 
new opportunities in the wider market economy on village cohesion (by increasing oppor- 
tunities for wealthier peasants to pursue profits and achieve recognition in the larger sys- 
tem, while intensifying the economic crises of the poorest families with neither the re- 
sources nor the orientation required for change) is presented in Joel S. Migdal. Peasants, 
Politics and Revolution. See especially the summary statement of his argument in chapter 1 . 
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political rights, and increasingly of their political power. There is a great 
deal of evidence to suggest that substantial numbers of landless laborers 
and dispossessed tenants are also angry at government failures to carry 
out promises of basic agrarian reform. Even conservative parties, if they 
remain committed to a competitive political system, will have to satisfy 
new criteria of legitimacy based on the promise of removing mass pov- 
erty within the foreseeable future as the price of popular support at the 
polls. For reasons ofpohtical self-interest, if on no other grounds, it will 
be increasingly impossible to maintain the separation between issues of 
social reform and principles of pohtical organization. 

This chapter explores some of the implications of these broad conclu- 
sions for India’s pattern of development, against the background of the 
brief experiment with authoritarian rule during the period of the national 
Emergency between June 1975 and March 1977. It concludes with an 
assessment of the prospect, after the restoration of parliamentary proc- 
esses, for mobilizing popular support and expanding government power 
to carry out essential institutional change within the framework of dem- 
ocratic politics. 

The Emergency, which concentrated unhmited formal powers in the 
hands of the central government, revealed in sharper relief than ever be- 
fore the obstacles in the basic structure of the rural political economy to 
effective implementation of growth and distribution policies. The 
Twenty-Point Program, described by Congress party leaders as a “direct 
assault on poverty’’^ had as its primary purpose helping the vast mass of 
rural poor. It gave highest priority to rapid implementation of land ceil- 
ings; stepped-up provision of housesites for landless laborers; abolition 
of bonded labor; a moratorium on the recovery of debts from landless 
laborers, small farmers and rural artisans — including a plan to liquidate 
rural indebtedness; and legislation to establish higher minimum wages 
for agricultural workers. Constitutional federahsm and legal guarantees 
for individual rights no longer prevented the central government from 
making laws on any of these matters or from directing state governments 
to do so. Yet, as the prime minister acknowledged, “in reahty, it was the 
Chief Ministers who would have to do so.”^ 

In fact, the chief ministers could not do it on their own. Guidelines 
issued by the Congress president in August 1975 for “speedy implemen- 
tation of the 20-Point Economic Program and involvement of Congress 
organization” directed the states to set up a “new result-oriented and 
commitment-based Agency functioning in several tiers” starting from 
the state level down to district and subdistrict (Revenue Circle or Block) 

^ AICC, Cotigress Marches Ahead — 12, p. 203. 

^ AICC, Congress Marches Ahead — 1 1 , p. 5. 
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level/ Although the state committee was to be headed by the chief 
minister, and to include senior members of the government, the Con- 
gress party and administration, the most important operational units, of 
necessity, were those at the district and subdistrict level. In the case of 
rural reforms, the greatest responsibilities were assigned to subdistrict or 
local-level committees. These committees were to be composed of Con- 
gress MPs, ML As and MLCs; Congress presidents or other Congress 
members of Panchayat Samitis; prominent Congress workers from the 
area; experienced constructive workers; a Youth Congress worker and a 
representative from the National Students Union; and the appropriate 
official at the concerned level nominated by the district committee. 

The powers conferred on the local committees were virtually unlim- 
ited. They extended to the right of inspecting government records; 
evaluating the work of individual officers and communicating these 
evaluations to state authorities; undertaking tours within the area of their 
jurisdiction; holding hearings; recording evidence of a “summary na- 
ture” and “not subject to the elaborate procedure and criteria of the Evi- 
dence Act”; and taking decisions “on the spot” whenever feasible.^ The 
jurisdiction of the local committees extended to the implementation of 
land ceilings, abolition of bonded labor, liquidation of rural indebted- j 
ness, the enforcement of minimum agricultural wages, and verification 
of possession of government lands. An “aggrieved person” was allowed 
just one appeal on any ruling, and this to the next higher committee. 

Such “guidelines” from the Congress president to the state chief 
ministers could not possibly have been carried out. They amounted to 
quixotic commands for putting in place a grass-roots organization for 
popular mobilization by fiat from above. There was no institutional in- 
frastructure in the rural areas on which to build the implementation 
committees. Sixteen months after the Proclamation of Emergency, the 
Working Committee still had “difficulty in collecting lists of Active 
Members from different States,” and had to consider deputing “impor- 
tant persons” from the AICC to the districts in order to “activise the 
working of the DCCs.”® Neither was there any possibility of mobilizing 
the rural poor through the panchayat institutions, which were either 
moribund or in the hands of the dominant landed castes. 

The most that some states attempted was appointment of “Political 
Implementation Committees” for the limited purpose of enforcing land 
ceiling legislation that had been passed in 1972 and 1973, but held in 
abeyance by the absence of accurate land records and large numbers of 
writ petitions filed in the High Courts, citing one or another error by the 
implementing authority in the application of law. On the basis ofguide- 

*Ibid.,pp. 110-18. ^ Ibid.,p. 116. 

® AICC, Congress Marches Ahead — 13, p. 18. 
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lines issued by the Congress president, several states established spe- 
cialized machinery at the Revenue Circle composed of revenue ofificials 
and nonofficials exclusively concerned with land reform work. These 
local committees were charged with expediting the implementation of 
land ceiling laws — scrutinizing returns filed under the law to detect un- 
derreporting or fraudulent transfers, taking evidence, including oral tes- 
timony, and pronouncing decisions “on the spot.” As part of the same 
field operation, the committees were authorized to calculate the surplus 
area of land in respect to each family’s holdings; issue a notice to the 
landowner that he identify the particular area to be surrendered; and take 
possession of the surplus land for government. Actual distribution was 
to be carried out immediately on the basis of lists of intended bene- 
ficiaries drawn up for each village. 

Even such summary enforcement procedures were not entirely suc- 
cessful. Many of the “nonofficials” on the Political Implementation 
Committees were outsiders. They lacked intimate knowledge about 
local land arrangements, and were unable to provide much help in un- 
covering cases of nonfiling of returns or fictitious transfers. Some prog- 
ress in implementation, however, was achieved. This was attributable 
mainly to the disability placed on landowners in moving the courts for a 
stay against the committee’s award, and the determination of the local 
authorities to reduce the time lag between scrutiny of landholdings, sur- 
render of surplus area, government takeover of the land, and distribu- 
tion. This ability to circumvent the courts and cut down on red tape did 
t significantly speed up implementation in some states. Compared to 
! 62,000 acres that had come into possession of government between 1972 
;and 1975, an additional 1.7 million acres were vested in government by 
the end of December 1976, and approximately 1.1 million acres had been 
distributed.’’' 

Similarly, in a number of states, the administration was able to speed 
up the implementation of the central sector scheme, introduced from 
1972/73, to provide over 4 million housesites to landless laborers in rural 
areas by 1979. Most of the state governments, secure against court chal- 
lenge, passed legislation conferring homestead rights on landless laborers 
in possession of housesites. Altogether, the states, aided by central finan- 
cial assistance to cover the cost of acquiring and developing the house- 
sites, succeeded in distributing, according to official estimates, over three 
million housesites in the first year after the Emergency.® 

Esrimate provided by the Director ofLand Reforms, Ministry of Food and Agriculture, 
interview. New Delhi, January 8, 1977. 

® J. S. Bright, Emergency in India and 5+20 Point Programme, p. 62. The impact of this 
achievement was, however, reduced by the extremely uneven progress among the states. 
The great bulk of the number of housesites allotted was accounted for by two states, 
Gujerat and Uttar Pradesh. 
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Notwithstanding such accomplishments, the implementation of the 
Twenty-Point Program fell far short of the leadership’s claim that it 
would “open up immense possibilities of changing the face of rural India, 
for liberating the rural poor from the age-old chains of exploitation an^ 
poverty.”® Implementation of basic agrarian reform remained out of 
reach, as the central government continued to be almost entirely depend- 
ent upon the administrative machinery at the district level to carry out its 
economic reforms. Even during the Emergency, as Mrs. Gandhi com-- 
plained, there were still “a large number of persons in places of authority 
who have no feeling for this program or any other program which the 
Congress has put forward.”'® More to the point, no administrative ma- 
chinery, however “committed,” could have implemented agrarian re- 
forms that at their base required organized peasant participation and/or 
an institutional infrastructure to provide alternatives to local landlords 
and'mdneylenHHTaTsouces-of credirand'othef services to thc’fufal'poor. 

A case in point was the promise to abolish bonded labor. Although the 
Bonded Labor System (Abolition) Ordinance was promulgated by the 
President with effect from October 25, 1975 (and later passed by both 
Houses of Parliament in February 1976), the Center was entirely depend- 
ent upon the states for the identification of bonded laborers whose num- 
bers were finally placed at about 98,000 persons. At the state level, the 
district collector had formal responsibility for carrying out the provisions 
of the act for rehabilitation of bonded laborers. Yet, the district collectors 
were ill-equipped to enforce these directives without the help of village 
committees consisting of members drawn from the poorest sections of 
the community to supervise the “liberation.” There were, however, few 
such active village committees. Reports by states to the Center of the 
number of bonded laborers estimated to have been “freed” — amounting 
to about 47,000 — represented mainly official targets whose achievement 
could not be verified." 

Similar problems of implementation reduced the effectiveness of the 
action of several states in raising minimum agricultural wages. The offi- 
cial responsibility for enforcing the new laws devolved on the Block De- 
velopment staff and the staffs of the Revenue Departnicnts or Labor De- 
partments. But the real work of implementation had to be done in the 
villages and required the organization of unions of agricultural laborers. 
This task was formally entrusted by the Congx^sTJeadership to its 
trade-union affiliate (All-India Trade Union Congress), \vhich formed 
the Indian National RuralYVorkers Federation. But as the president of the 
new Federation pointed out, “it is, indeed, a stupendous task. It will rc- 

’ From a statement by D. K. Barooah, Congress President, cited by Sankar Ghose./urfira 
Gandhi, The Resurgent Congress and Socialism, p. 53. 

Congress Marches Ahead — 13, p. 70. " Ibid., p. 120. 
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quire sustained efibrt by dedicated and committed band of workers with 
the active support of the Party. The statement was one of simple faa, 
but an admission, at the same time, that the task could not be ac- 
complished. 

Other deficiencies of institutional infrastruCTure limited the effective- 
ness of the government’s effort to carry* out plans for liquidating rural 
debt. The states did take legislative action to impose a moratorium on the 
recovery’^ of debts from landless laborers, marginal and small farmers, 
and in some cases, to scale down and even hquidate debts of the most 
impoverished agriculturists. Yet, as district officials started to receive and 
decide applications for liquidation of debts, they'^ were confronted with 
the problem of “virtual dry^ing up of the traditional source of credit, in 
particular for consumption purposes. Cooperative institutions were 
clearly’^ too weak to provide an alternative source of credit; the rural 
branches of the nationalized banks were too limited in the type of loans 
they* could make, that is, ad\'ances for commercial ventures and on con- 
ventional criteria of credit- worthiness. Indeed, the share of aU institu- 
tional credit in meeting rural needs was stiU not much more than one- 
third of the total. An entirely'- new scheme had to be proposed by the 
central government, one that envisaged the estabhshment of regional 
rural banks at the rate of 50 banks for 10 million people, each of which 
was eventually to open 1 ,000 branches in order to meet the credit needs 
of small and marginal farmers, landless laborers, and small artisans. But 
only' 18 rural banks were actually' established during the Emergency', and 
the problems of providing adequate financing from share capital sub- 
scribed by' the Resen'e Bank, the state governments, and nationalized 
banks precluded any' possibihty' of meeting the requirements for con- 
sumption loans of the rural poor. 

The inability' to implement basic elements of the rural economic pro- 
gram was for the time being (and under conditions of press censorship) 
obscured by' reports of dramatic “gains of the Emergency'” occurring in 
urban areas. In the cities, the full force of the Center’s power could be 
applied to control illegal or undesirable activities. Special squads were set 
up in major urban centers to carry' out house-to-house investigation of 
undisclosed and/or undervalued investments in the contruction of luxury 
houses, estimated by' October 1976 to total about Rs. 17 crores.^^ At the 
same time, the Urban Land (Ceiling and Regulation) Act, 1976, passed at 
the Center and adopted in several states, placed an upper ceiling on 


Congress Marches Ahead — J J , p, 101 . 

Bright. Emergenq' in India and 5 -r 20 Point Programme , p. 80. 

Ministry of Finance, Economic Surt'ey, 1915-16, p. 7. 

V. B. Singh, Economics of 20 Point Programme (India, .Ministry of Information and 
Broadcasting, New Delhi, 1976), p. 23. 
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ownership of vacant urban land, and laid down maximum size limits on 
the construction of new individual dwellings to discourage future specu- 
lation in real estate. 

Campaigns against tax evasion and smuggling were even more suc- 
cessful. Under a “voluntary disclosure scheme,” 250,000 persons re- 
ported income and wealth of Rs. 1,600 crores, yielding additional tax 
revenues to the central government of Rs. 249 crores. Indeed, during the 
first year of the Emergency, collection of direct taxes increased by over 
27 percent achieved in the corresponding period of the previous year.^® 
At the state level, campaigns against evasion of sales taxes also yielded 
additional revenues. The ability of the states to meet planned targets for 
mobilizing additional resources showed a marked improvement: more 
efficient collection by the Center of income taxes increased the value of 
the state’s share in central taxes; higher receipts from better collection of 
sales taxes directly augmented the states’ revenues. In some cases, state 
governments even imposed higher electricity rates, land revenue taxes, 
and levies on irrigation. 

Another major achievement was the campaign against smugglers. A 
presidential ordinance, promulgated in July 1975, provided that persons 
detained in connection with violations under the Conservation of 
Foreign Exchange and Prevention of Smuggling Activities Act, 1974, 
need no longer be informed of the grounds for their detention, and fur- 
ther, could not have charges raised against them reviewed by an advisory 
board. In addition, any “illegally acquired property” held by them or 
their relatives was subject to confiscation by the government. Within a 
year, by July 1976, implementation of the act in Bombay, Delhi, and 
Madras had resulted in imprisonment of over 2,100 purported smugglers 
and attachment of property worth more than one crorc of rupees. 
Meanwhile, over 60,000 raids on the premises of suspected smugglers, 
hoarders, and others engaged in black-market activities led to seizures of 
goods valued at tens of crores of rupees.^’ 

All of this (including a more zealous effort by the Customs Service to 
intercept smugglers on land and at sea) “completely disorganized the 
smuggling syndicates.”^® As opportunities for illegal transactions in 
foreign exchange were reduced, and there was a favorable impact on the 
strength of the rupee in international money markets, the margin be- 
tween official and black-market exchange rates began to narrow. In addi- 
tion, as smuggling and other illegal foreign exchange dealings became 
much more high-risk ventures, the government acted to provide finan- 
cial incentives for increasing the flow of private remittances in foreign 

Ibid., p. 24. 

” Bright, Enier^eticy in India and 5 + 20 Point Programme, pp. 40-43. 

■8 Ibid., p. 43. 
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exchange into the country. In November 1975, a new scheme was intro- 
duced to permit Indians or aliens of Indian origin living abroad to main- 
tain deposit accounts in foreign currencies, to earn tax-free interest up to 
10 percent, and to claim repayment in the same currency, thereby pro- 
viding a convertibility guarantee. As large numbers of Indian nation- 
als — including those who had migrated to Persian Gulf countries in 
search of higher salaries — responded to these inducements, the gap in the 
balance of payments created by foreign trade deficits was reduced to a 
significant degree by an improvement in net receipts on invisible account 
from larger inflows of private remittances. At the same time, stepped-up 
disbursements of net aid by the Consortium countries, including the 
World Bank and IDA in 1975/76, further reduced the pressure on India’s 
external resources. 

The government’s claim of economic gains of the Emergency was 
bolstered by a dramatic improvement in the price situation, and reap- 
pearance in the market of essential consumer goods. A declining rate of 
inflation had been in evidence since November 1974, after the govern- 
ment had promulgated its comprehensive antiinflation measures. By the 
end of March 1976, the wholesale price index had declined by 11.6 per- 
cent under the peak levels reached in September 1974.^® In this case, 
however, the achievement could not be detached from the efiects of a 
happy coincidence — the “best distributed rainfall’’ reported over the pre- 
vious thirty-five years. The extremely good weather conditions helped 
to lift agricultural production in 1975/76 to a new record level of almost 
121 million tons, an increase of 15.6 percent over the previous year. As 
prices started to fall, the government mounted a major procurement ef- 
fort, converting the purchase price into a “minimum support price” that 
was higher in some areas than the open market price. The price support 
program allowed government to buy nearly 13 million tons of food- 
grains in 1975/76. Along with imports that were already on order, they 
succeeded in building up record stocks of foodgrains (at 17 million tons) 
that easily supplied the requirements of the public distribution system. 
Procurement of other basic items at incentive prices, particularly sugar, 
allowed the government to replenish consumer stocks for distribution 
through the fair-price shops. 

There were other “gains.” In the industrial sector, a dramatic reduc- 
tion occurred in the number of man-days lost in strikes or lockouts. 
Compared to six million man-days lost during July-September 1974 
alone, the corresponding figure for July-September 1975 was 1.56 mil- 
lion, with a progressive decline registered in work time lost for each suc- 
cessive month. Labor peace, in turn, was accompanied by a significant 

Ministry of Finance, Siiri'ey, 1976-77, p. 1. 

Ibid., p. 4. Economic Survey, 1975-76, pp. 12-13. 
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improvement in the production of several public-sector industries, par- 
ticularly in electricity and coal, and allied industries that are heavy con- 
sumers of power — iron and steel, aluminum, copper, and nitrogenous 
fertilizers. Altogether, in 1975/76, the economy recorded its most im- 
pressive growth rate in several years, exceeding somewhat the spurt of 8 
percent in 1967/68, when the return of favorable weather conditions after 
two drought years and a record crop had also spurred an economic re- 
covery. 

Notwithstanding all these “gains of the Emergency,” the structural 
obstacles to achieving sustained economic growth had still not been re- 
moved. The recovery in industrial production, which increased to about 
6 percent, was incomplete. Most consumer goods industries, especially 
the most important group of textiles, remained stagnant. The fact was 
that increases in aggregate real income originating in the rural sector dur- 
ing a record crop year remained skewed toward the minority of farmers 
with surpluses to sell. The broad-based “demand for more consumer 
goods which could reasonably have been expected to find markets in the 
rural sector of the economy did not increase appreciably.”^^ 

Further, the gain in agricultural production was itself only partially re- 
lated to the (much slower) continuing progress of the green revolution in 
response to greater use of irrigation, high-yielding varieties, and fertiliz- 
ers. It could not be sustained during the poor weather conditions of the 
following year. In 1976/77, foodgrains output showed a sharp drop of 5 
to 6 percent; the overall rate of growth in GNP slumped to less than 2 
percent. Although the industrial growth rate did manage an impressive 
10 percent increase, this was attributed to a number of favorable circum- 
stances, which “cannot be assumed to indicate a more cheerful trend. 
Much of the increase in production occurred in public-sector manufac- 
turing enterprises due to considerable improvement in use of existing ca- 
pacity, and could not be sustained without stepped-up levels of public 
investment. At the same time, “lack of adequate internal demand”^** con- 
signed some of the increases in output to inventory accumulation. In 
other cases, particularly iron and steel, engineering goods, and cotton 
apparel, additional output was diverted toward the expansion of exports. 
Indeed, experts in the finance ministry began to give serious considera- 
tion to solving the problem of excess capacity at home by promoting 
rapid growth in the export of industrial products. In particular, they 
suggested the “need for a change in the outlook of business firms to- 
wards the overseas markets if our industrial capacity is to be more fully 
utilized. ”2^ 

The Technical Development Fund created in March 1976 was charged 

Economic Surrey, '1916-11 , p. 10. 

Ibid., p. 41. 
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with advancing export development in priority industries by providing 
finances for technological upgrading and modernization, and preferential 
treatment in the import of essential machinery. The government was 
even prepared to act favorably on proposals for foreign collaboration and 
consultancy agreements involving the import of sophisticated equipment 
and designs. In addition, they indicated their interest in exploring pos- 
sibilities for Indo-U.S. business cooperation in setting up joint enter- 
prises in third countries. 

If, even under conditions of the Emergency, Mrs. Gandhi felt com- 
pelled to deny the “rumors that there was going to be a big change in 
Government policy, that the Government was drifting towards right, 
it was because such policies created rising concern that the basic principle 
of self-reliance was being compromised. The willingness of some of the 
larger business houses to consider expansion abroad in collaboration 
with the multinationals contributed to an apprehension that important 
segments of Indian industry could become dependent upon foreign 
technology, financing, and distribution, perhaps sliding into a satellite re- 
lationship with the major capitalist industrial powers. Yet, even if gov- 
ernment had been willing to run such a risk in order to get greater access 
to overseas markets, its own experts had pointed out that a strategy of 
export-led, growth, while successful in other countries, was not a “realis- 
tic possibility” in India, given the relative smallness of the export sector 
(at about 5 to 6 percent of the economy). There was, in practice, no es- 
cape from the fact that “in the final analysis, in a country like India, sus- 
tained growth of industrial production is really linked to the growth of 
agriculture which is a major determinant of the size of the local market 
for industrial goods. Indeed, in 1976/77 continuing “consumer resist- 
ance” prevented any production breakthrough in the key group of textile 
industries. At the same time, extensive liberalization of industrial licens- 
ing policies, relaxation of price controls, and tax incentives for new in- 
vestment did not produce “the kind of upsurge [in industrial investment] 
hoped for.” Several reasons were cited: “Firstly, there was no great re- 
vival in construction, including industrial construction. Secondly, a large 
part of the revival seems to be in the form of expansions and additions 
rather than new projects, because being less resource intensive, industrial 
units can find a part of the necessary resources internally. Thirdly, for the 
first time a buyer’s market seems to have emerged in many products . . . 
new investment would be undertaken far more cautiously than in the 
past.”^® 

It was clear that the old problems had not been solved. Unemploy- 
ment was large and growing. New jobs in the organized sector remained 

Congress Marches Ahead — 12, p. 102. 
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stabilized at about 500,000 per year.^^ The wholesale price index once 
again showed an upward trend, partly due to price increases of food and 
industrial raw materials, climbing by almost 12 percent in 1976/77.^° As 
state governments exhausted the possibilities of improving collection of 
sales taxes, and still made no effort to expand the tax base by imposing an 
agricultural income tax, deterioration in their finances once again led to 
problems of large overdrafts on the Reserve Bank. 

Other anomalies emerged that created new and embarrassing prob- 
lems. Another massive procurement effort (which over two years had 
absorbed Rs. 2,000 crores of government finances) brought up the stock 
of foodgrains to 18 million tons by the end of the year. But the low pur- 
chasing power of the large numbers of landless laborers and small cul- 
tivators most urgently in need of increasing their consumption converted 
the huge stocks into a “glut” on the market, creating such difficulties of 
finance and storage that government began to consider opportunities for 
exporting wheat as a solution to the food “surplus.” Similarly, record 
increases in foreign exchange reserves, which grew to over Rs. 2,800 
crores at the end of 1976/77, could not be used to spur higher levels of 
economic growth, despite policies that virtually lifted restrictions on the 
imports of raw materials and components required by industry — partly 
because of rupee shortages essential to finance the domestic costs of 
public-sector projects, and lack of interest by private manufacturers in 
expanding their enterprises as the demand recession continued. 

The startling inability of the economy to make productive use of larg'e 
stocks of foodgrains and record reserves of foreign exchange (both of 
which helped to boost the saving rate to about 15 percent of GNP by 
1976/77) pointed to a “collapse” of effective urban and rural demand, the 
consequence of the skewed flow of benefits from investment (and institu- 
tional lending) to a small minority of businessmen, traders, and profes- 
sionals in the cities, and large and middle farmers with surpluses for sale 
in the countryside.^^ Prospects for the future continued to depend — as 
they had over the past thirty years — on possibilities for achieving “sub- 
stantial increases in agricultural development and small-scale and rural 
industries. 

But the planners were themselves skeptical that higher levels of ag- 
ricultural growth could be achieved simply through much larger outlays 
on irrigation, electrification, extension, and modem inputs. Water 
resources in the most advanced areas had already been fully exploited; 
additional gains were expected to come primarily from better water 

” Ibid., pp. 79-80. 3® Ibid. . p. 1 . 

3’ For a brief analysis of structural problems in the economy limiting demand, sec Prem 
Shankar Jha, “Hurdles to Growth, Collapse of Urban and Rural Demand,” Times of I?tdia , 
September 19, 1977. 
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management. Untapped water resources in the Ganges heartland did not 
appear to offer the prospect of comparable produttion gains so long as 
unsolved tenurial problems created basic institutional obstacles to eco- 
nomic modernization. Rather, the solution to problems of increasing ag- 
ricultural growth no less than to the dilemmas of raising effective con- 
sumer demand required a development strategy that led directly to 
higher productivity, incomes, and consumption of all households in the 
rural sector, especially the marginal farmers and landless laborers whose 
numbers were steadily increasing. Inevitably, it meant that “land re- 
forms will have to be implemented, and surplus land distributed to the 
landless. Fragmented land will have to be consolidated. The institutional 
framework for supplying inputs and marketing output will have to be 
improved. 

Veterans of the planning process in the Nehru years felt vindicated in 
their original approach. Tarlok Singh, reflecting on India’s development 
experience (in 1974), argued that a “basic identity now exists between 
measures required to achieve adequate and sustained growth and those 
needed to secure substantial progress towards a more efficient rural eco- 
nomic structure.” Reiterating the importance of implementing land 
policies to reduce disparities in ownership, turn tenants into owners, and 
assure expanded employment opportunities to small and marginal 
farmers and landless laborers, he wrote: 

It is sufficient to state summarily that without transformation of 
the rural economy into a progressively cooperative system (suited to 
the conditions of each region), it will be virtually impossible to put 
all of India’s manpower resources to productive use, to raise the 
productivity of land, labor generally, and to bring about in every 
rural area the development of an agro-industrial economy. These 
. . . are among the essential conditions for eradicating extreme forms 
of poverty as it affects the masses of landless workers, marginal and 
small farmers and rural artisans. . . . There is no course open to India 
but to face up to the tasks involved in a thorough and systematic 
matter as an integral part of a total national plan for economic devel- 
opment and social change. 

Far from “facing up” to the tasks of basic social change the govern- 
ment appeared incapable of mounting the grass-roots organizational ef- 
fort that was required, state by state, to transform nascent sentiments of 
economic solidarity among the rural poor into effective support from 
below to implement agrarian reforms. On the contrary, having sus- 

From a summary analysis of the 1976-77 Efoiio»iif Sun’ey published in Times of India, 
June 14, 1977. 

Tarlok Singh, India’s Development Experience, p. 193. 
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pended the electoral process, which provided the only political necessity 
for appealing to the common economic interests of the poorest sections, 
the ruling party had become more than ever dependent upon the very 
local elites it was presumably committed to displace in order to carry out 
its “growth”-oriented policies. 

The major economic document completed during the Emergency, the 
long-delayed Fi/?/; Five Year Plan, 1974-79, published in 1976, vividly il- 
lustrated the continuing contradiction between political rhetoric and pub- 
lic policy. The Rs. 39,000 crore Plan — representing less than a 5 percent 
increase in total outlay over the Draft Fifth Plan of 1973 — achieved even 
this modest increase by projecting much higher targets for additional re- 
source mobilization, but also once again increasing India’s reliance on ex- 
ternal assistance to almost 15 percent of Plan outlay.^® The overall 
targets, moreover, were significantly lower than the moderate growth 
rates projected in the Draft Plan. The average increase in GNP was esti- 
mated at 4.3 percent per annum, including average annual increases of 
3.9 percent in agriculture and 6.5 percent in industry. 

The dual objectives of removal of poverty and achievement of self- 
reliance focused on strategies of growth in three basic sectors, those of 
agriculture, creation of additional employment opportunities, and en- 
ergy and critical industrial intermediates. The Plan approached the prob- 
lem of raising production in “the most vital [agricultural] sector”^’ 
through a technocratic strategy that once again emphasized the expan- 
sion of scientific methods, particularly the increase of area under irriga- 
tion, the spread of available high-yielding varieties for foodgrains aiyd, 
nonfood crops, and higher fertilizer use. Problems of interregional and 
interclass disparities were treated mainly as modifications of production 
yardsticks to see “how at the margins you can weave in institutional 
changes in growth policies.’’^® Most important from the planners’ point 
of view was the decision to mount a direct effort at improving incomes in 
agriculture by injecting a number of “growth centers” into the rural 
economy through larger and regionally dispersed investments in 
medium and major irrigation, scientific water management, and exten- 
sion. The model in mind, provided by the Punjab, envisaged setting in 
motion an autonomous growth process, supported at its base by the 
spread of commercial farming, including multiple cropping and 
diversification of the cropping pattern to expand employment in agricul- 
ture and related activities. This approach, which had to be carried out 
particularly in the paddy producing areas (because the potential for 

Planning Commission, Fifth Five Year Plan, 1974-79, p. 32. 
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growth in wheat was gradually being exhausted), once again failed to 
come to grips with the obstacles to increasing agricultural productivity 
and employment in the patterns of land distribution and land tenure. By 
comparison with the Punjab, in the rice areas the initial problems of in- 
equality in landownership, fragmentation of holdings, number of mar- 
ginal holdings, incidence of sharecropping and percentage of landless 
laborers were aU more extreme. Despite such conditions, the regional 
approach relied heavily on providing incentives (through guaranteed 
support prices for foodgrains and large subsidies on modem inputs, par- 
ticularly fertilizer) for higher levels of individual private investment, ap- 
parently in disregard of the well-documented pattern that “large” land- 
owners often operated small parcels of land while leasing out scattered 
plots under sharecropping arrangements. At the same time, direct pro- 
grams for reducing interclass disparities by creating additional employ- 
ment opportunities for marginal and small farmers and landless laborers 
still were visualized mainly in terms of central sector schemes for sub- 
sidized loans to individuals starting farm household ancillary activities. 
Such a solution was not reexamined, even though the numbers of margi- 
nal cultivators and agricultural laborers accounted for as many as seventy 
to eighty percent of rural households in some areas, while the possibility 
of using loan subsidy programs to achieve the economic viability of even 
a small proportion of these households had yet to be demonstrated. 

Apart from new employment opportunities created in the rural sector 
as the result of the spread of commercial farming, and of central sector 
subsidy schemes for small and marginal farmers and agricultural laborers 
inserted at the margin of the growth strategy, there was httle prospect 
of any significant improvement in job prospects for the rural poor. Cer- 
tainly, Plan programs in industry and mining, which had been pared 
down to the basic minimum, did not offer any prospect of enlarged em- 
ployment opportunities. On the contrary, public investments were 
targeted for capital-intensive projects, aimed mainly at expanding pro- 
duction of energy substitutes in coal, electricity, and crude oil (including 
development of the promising off-shore oil deposits at Bombay High), 
and maintaining adequate production of critical intermediates, especially 
steel and aluminum. The Planning Commission did propose to create 
additional employment in village industries and small-scale rural indus- 
tries, by “de-urbanizing” and decentralizing industrial production, but 
without specifying the means through which these longstanding pro- 
posals were going to be carried out. 

Tacit recognition that all of this was by no means a strategy for remov- 
ing mass poverty within any foreseeable future was perhaps implied in the 
addition to the Twenty-Point Program, in July 1976, of the “Four-Point 
Program” advanced by the Youth Congress. The Four Points concen- 
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trated on noncontroversial social reforms that were considered necessary 
to carry out the ideals of social justice endorsed by the Congress party. 
These included a commitment by each member of the Youth Congress 
to “teach at least one to read and write”; “plant a tree”; abolish dowry 
and other evils of the caste system; and “take an active part in family 
planning. 

Actually, the Four-Point Program had special political significance. It 
was adopted by the Congress party in the wake of the meteoric rise to 
national prominence of Mrs. Gandhi’s younger son, Sanjay, the power 
behind the rapid growth of the Youth Congress after the Emergency. 
Having been elected in December 1975 to membership of the Central 
Executive of the Indian Youth Congress, Sanjay Gandhi succeeded in 
using his influence'*® to have Priya Ranjan Das Munshi replaced as presi- 
dent by a “dependable Punjabi girl,”'*^ and in carrying out a shake-up at 
all levels of the organization to displace many of the young radicals from 
leadership roles. Acting from this position — the only office that he held 
inside the Congress party — Sanjay set out to build up the Youth Con- 
gress as a rival of the regular party organization and a vehicle of his per- 
sonal power. Between January 1976 (when the Four-Point Program was 
first announced) and January 1977, the organization claimed to have re- 
cruited over five million members between the ages of fifteen and thirty- 
five.**^ Block Youth Congress organizations had been formed in all 6,000 
Blocks, all by nomination from above. Plans were in progress to have 
nominated Youth Congress Committees for every five villages; and to 
proceed with elections for local units from the Block level upwards in 
June 1977. 

Much of this “organization,” of course, was inactive. Most of its ac- 
tive membership was disproportionately centered in the larger towns and 
cities, and these in the northern states most closely controlled by the 
Center (especially Uttar Pradesh, Madhya Pradesh, Rajasthan, Bihar, and 
Punjab). But it did attract large numbers of volatile young people, many 
among the educated unemployed who had previously been available for 
violent agitations against the government. And it did acquire a reputa- 
tion for “goondaism” that made its members feared, if not respected. 

Sanjay himself, at the center of the small coterie that gathered around 
Mrs. Gandhi, was developing a similar reputation for arbitrary interfer- 
ence into the workings of the government and administration, exerting 

Bright, Emergency in India and 5+20 Paint Progranmie , pp. 107-108. 
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his influence on matters ranging from appointments to ministerial posts 
and replacements of chief ministers, to postings of senior government 
officials. Indeed, in Delhi, where the elected Municipal Corporation had 
been superseded (in March 1975) and the powers of the Corporation 
vested in the commissioner, this senior officer was himself instructed to 
“function under the overall supervision and control of Sh. Sanjay Gandhi 
and to seek orders from him.” The same practice was also followed by 
the vice chairman of the Delhi Development Authority, so that Sanjay 
acquired a predominant influence in the affairs of the Delhi administra- 
tion. Although he occupied no official position, the notion that his 
“wishes and desires” had the approval of the prime minister, and his in- 
terference in the day-to-day working of the Corporation — including 
directives for the transfer and postings of “all officers,” often accom- 
panied by threats that those who failed to follow his instructions would 
be suspended or dismissed or arrested under MISA — created a climate in 
which the staff was “terrorized.” In particular, “he used to send lot of his 
people to watch the activities of the Corporation, the members of the 
Youth Congress and some people from his own factory, who always 
gave him exaggerated account of the activities of the Corporation. Even 
on slightest pretexts and reports, he would ask for the suspension of even 
senior officers. 

Some of the worst “excesses” of the Emergency occurred as a result of 
the constant pressure placed on municipal officials through Sanjay, espe- 
cially his demands to carry out a massive slum clearance program in 
order to make Delhi a modern and beautiful city. The officials of the 
Municipal Corporation and the Delhi Development Authority, operat- 
ing with such a sense of urgency that they did not take time to issue writ- 
ten notices to the population in the affected areas, launched a massive 
scheme of demolition of unauthorized jhuggis (shacks), shops, and other 
structures in Delhi, in the predominantly Muslim neighborhoods around 
Jama Masjid mosque and Turkman Gate. Altogether, during the course 
of these operations, over 150,000 structures were demolished leading 
by one estimate to the eviction of 700,000 people.'*^ At Turkman Gate, 
where local residents resisted the demolition of their houses, they were 
confronted with the massed force of the Delhi police, augmented by con- 
tingents of the Central Reserve Police. Persons who attempted to pre- 

This account of Sanjay Gandhi’s role in the administration of Delhi was submitted to 
the Shah Commission (set up by the central government to inquire into the abuses of the 
Emergency) by B. R. Tamta, Commissioner, Municipal Corporation of Delhi during the 
period of Emergency Rule. Times of Itidia, December 18, 1977. 

This estimate is taken from a summary of the case presented before the Shah Commis- 
sion on large-scale demolitions in the capital during the Emergency, and published in Times 
of India, December 14, 1977. 
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vent the forcible entry of policemen into their homes were beaten, and 
others were arrested. Altogether, by official estimate, six persons were 
killed in police firings. The slum dwellers, many of whom lost virtually 
all of their belongings, were subsequently “relocated” to new colonics, 
hurriedly constructed on the outskirts of the city, many of which did not 
have drinking water or other basic amenities. 

Mrs. Gandhi’s apparent approval of Sanjay’s activities — including the 
accelerated slum demolition program — created the impression that Delhi 
was being used as a “training ground” in grooming him as the prime 
minister’s successor. As talk of a Nehru dynasty spread, “no Chief 
Minister thought his visit to Delhi was complete until he had met Sanjay. 
They all vied with one another in inviting him to their state and to show 
through government sponsored rallies how popular he was.”'’® 

And after April 1976, when the central government announced a new 
National Population Policy to reduce the annual birth rate from about 35 
per thousand to 25 per thousand by 1984, Sanjay took up the family 
planning drive as the major plank of his Four-Point Program. Moreover, 
if the central government lacked the grass-roots political organization to 
mobilize the rural poor behind policies of agrarian reform that could 
ameliorate, if not remove, poverty, it had much less difficulty in activat- 
ing the administrative and police personnel directly at its command to 
carry out the population policy that, at least in the future, could “re- 
move” some of the poor. At the outset, the program was conceived as a 
combination of incentives and disincentives for couples to limit families 
in size to three children. It included legislation to raise the minimum age 
of marriage, denial of certain concessions such as subsidized housing and 
medical care to government employees if they did not voluntarily 
undergo sterilization after the third child, and higher incentive payments 
to men who voluntarily underwent sterilization. All of these provisions, 
however, did not seem sufficient to transform the family planning cam- 
paign into the “mass movement” that the central leadership, and espe- 
eially Sanjay, considered necessary. Inevitably, as the pressure on state 
officials to set higher targets for sterilization increased, and as district 
officials and government employees, including teachers and health per- 
sonnel, were assigned quotas of numbers of persons they were to per- 
suade to undergo sterilization — or risk their own jobs, salary increases, 
and promotions — the family planning program degenerated in many 
areas into a terrifying campaign of forced sterilization. As always, those 
who were most powerless were the most vulnerable to arbitrary power, 
to being pulled down from buses, or forced from their houses by district 
officials and the police and taken to makeshift sterilization “camps.” The 
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tribals, the Harijans, the minorities, and other members of the Backward 
Castes and classes were the first victims of forced sterihzation. 

The population control program w^as the most spectacular success of 
the Emergency. Targets set by the Union government aimed at sterilizing 
about 23 million persons over a period of three years were well on their 
way to being overfulfilled. According to government statistics, in the 
first five months of the campaign alone — between April and September 
1976 — ^3.7 million Indians were sterilized.'*'^ Flare-ups of popular violence 
in protest against enforced sterilization, including riots that provoked 
police firings at several places, were dismissed by the government as iso- 
lated incidents of abuse that could not be avoided. But more than any 
other measure of the Emergency, the sterilization campaign undermined 
Mrs. Gandhi’s credibility among her strongest supporters in the minor- 
ities, the Harijans, and other members of the Backward Classes. Among 
the middle-class intelligentsia, who had from the outset resented Sanjay’s 
“extraconstitutional” power and his arrogant personal style, he and his 
“storm troopers” in the Youth Congress appeared to present much 
worse danger than Mrs. Gandhi to individual liberties and the rule of 
law. 

On the whole, the Emergency was perhaps less remarkable for official 
“excess” against individuals, which followed the familiar dynamic of 
corruption and abuse of authority associated with unrestricted power, 
than for the limitations on government’s abiHty to use such absolute 
powers in bringing about basic social changes. The authoritarian regime, 
for all its enforced “social discipline,” could not lead India onto a new 
path that showed the way out of the economic and political impasse that 
had followed after years of failure in implementing basic institutional 
change within the framework of democratic politics. At most, it could 
suppress the disruptive consequences in popular discontent and disorder 
of the Congress party’s inability to devise a peaceful substitute for a fron- 
tal assault on the strategic position of the dominant minority of 
propertied castes and classes. 

It was, moreover, uncertain how long even this accomplishment of re- 
storing political stability could be sustained. Even in the absence of ef- 
forts to carry out radical social change, ties of national solidarity were 
strained by suspending the pohtical consensus at the core of the federal 
system, that of constructing all-India poHcies with the consent of major 
regional groups. Yet, if there appeared to be no way out down the path 
of authoritarian rule, it was equally unlikely that India could go back to 
the pre-1969 pattern of accommodative pohtics that claimed to advance 

Cited in Norman D. Palmer, “The Politics of Depoliticization,” Asian Surt’ey, Febru- 
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the welfare of the poor even while protecting the interests of all groups. 
Mrs. Gandhi, perhaps to some extent unwittingly, had herself played a 
major role in transforming the principles of political legitimacy by which 
the performance of future governments would have to be judged. In- 
deed, she gave every indication of recognizing that such a transformation 
had taken place. 

The prime minister was finally freed from any need to protect her po- 
sition against challenges inside the party, or from the opposition through 
populist appeals for mass support — and indeed, she actually encouraged 
an open attack on the CPI (by December 1976) that questioned its pa- 
triotism, even while isolating most of the ex-communist members of the 
Forum from positions of influence during the Emergency. She neverthe- 
less felt compelled to justify government proposals for sweeping con- 
stitutional changes aimed at enlarging the powers of the central govern- 
ment, and by extension her own power, exclusively in terms of the 
overriding necessity to “give fuller expression to the democratic and 
egalitarian aspirations of our people.”'*® 

A series of legislative and constitutional changes adopted by Parlia- 
ment immediately after the Emergency had already strengthened Mrs. 
Gandhi’s personal power. The two Houses of Parliament had convened 
on July 21, 1975, and — working without most members of the opposi- 
tion parties, who were either in detention or had decided to boycott the 
session — not only approved the Proclamation of Emergency, but passed 
the Constitution (Thirty-ninth Amendment) Act, which made the decla- 
ration of Emergency nonjusticiable. It also retroactively changed the 
provisions of the Representation of the People Act (1951), the electoral 
law under which Mrs. Gandhi had been convicted of corrupt practices, 
to remove any legal grounds for a challenge to her 1971 election.'*® In 
addition. Parliament passed the Constitution (Fortieth Amendment) Bill 
to remove all election disputes arising in relation to the president, vice 
president, and speaker of the Lok Sabha from the jurisdiction of the 
courts. 

These acts were followed up in early January 1976 with legislation to 
apply permanent curbs on the press. The Prevention of Publication of 
Objectionable Matter Act prohibited publication, among other items, of 
articles or pictures “likely to bring into hatred and contempt or excite 
disaffection toward the Government, thereby cause or tend to cause pub- 
lic disorder”; and any material “defamatory to the President of India, the 
Vice President, the Prime Minister, the Speaker of the House or the gov- 

Con£ress Marches Ahead — 12, p. 14. 
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eminent of a State. At the same time, the four independent Indian 
news services were merged into one news service (Samachar), whose 
governing council was nominated by the government. Immunity for 
journalists covering parliamentary proceedings was withdrawn; those 
journalists considered unsympathetic to the government were denied ac- 
creditation to cover the capital, and some, including Kuldip Nayar, were 
arrested . 

All remaining opposition strongholds were also liquidated. In January 
1976, the central government dismissed the DMK government of 
Madras, alleging widespread corruption; and in March 1976, President’s 
Rule was also imposed on Gujerat, on grounds that political violence was 
increasing in the state. 

All of this, however, was only a prelude to the omnibus (fifty-nine- 
clause) Constitution (Forty-second Amendment) Act introduced in Par- 
liament and passed by an overwhelming majority in November 1976.^^ 
The constitutional amendments institutionalized the greatly expanded 
powers of Parliament and the central government at the expense of all 
other autonomous centers of authority, in the courts, the administration, 
the opposition parties, and the states. The sweeping changes, which es- 
tablished the conditions for consolidation of a permanent dictatorship, 
were justified by leading members of the government solely in terms of 
carrying out the “country’s duty to remove hurdles in the way of achiev- 
ing socio-economic objectives. 

One of the most important purposes of the Forty-second Amendment, 
according to the law minister,, was to reverse the effect of the Supreme 
Court’s 1973 judgment in the Keshavananda Bharati case, that Parliament 
could not amend the “basic structure” of the constitution. In another 
amendment of Article 368, the most unequivocal language was used to 
remove all doubt that there was any limitation “whatever on the con- 
stituent power of Parliament to amend by way of addition, variation or 
repeal the provisions of the Constitution.” Having thereby disposed of 
the “dogma of the basic structure,” other amendments greatly curtailed 
the powers of the courts, removing from their jurisdiction matters relat- 
ing to recruitment and conditions of service of persons appointed to the 
public services (including the Indian Administrative Service and the In- 
dian Police Service); and authorizing Parliament to create a hierarchy of 
administrative tribunals at the Union and state levels to decide disputes on 
tax matters; foreign exchange and import and export matters; industrial 
and labor disputes; land reforms; ceiling on urban property; and issues 

York TiHie5, January 30, 1976. 

The full text of the Constitution of India (Forty-second Amendment) Act, 1976, is 
published in The Constitution of India (Central Law Agency, Allahabad, 1977). 

Excerpt from the statement of the Law Minister, H. R. Gokhale, to the Lok Sabha, 
explaining the Constitution Bill, The Statesman, October 26, 1976. 
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relating to production, procurement, supplies, and distribution of 
foodstuffs and other essential goods. At the same time, thejurisdiction of 
the Supreme Court for the enforcement of fundamental rights was lim- 
ited to consideration of the validity of central laws (with the legality of 
state laws to be challenged only in the High Courts), while imposing the 
requirement that a two-thirds majority of a minimum of seven judges 
was necessary to declare any law invalid. Other powers conferred on Par- 
liament provided that notwithstanding the fundamental rights to equal- 
ity under the law, political freedom, and the right to property, laws for 
the “prevention or prohibition of anti-national activities; or, the preven- 
tion of formation of, or the prohibition of, anti-national associations” 
could not be declared unconstitutional. Further provisions of the 
amendment increased the terms of the Lok Sabha and state assemblies 
from five to six years; made it mandatory for the president to act on the 
advice of the Council of Ministers; and authorized the Government of 
India to deploy central armed force in any state for dealing with a break- 
down of law and order, without any authorization or supervision by the 
state government concerned. 

Above and beyond all these changes, providing the new principles of 
legitimacy used by the government to defend the amendments, was the 
“historic” step taken to give superior legal force to the Directive Princi- 
ples of State Policy over the fundamental rights provisions of the con- 
stitution. The new preamble to the constitution solemnly resolved to 
constitute India into a “Sovereign Socialist Secular Democratic Repub- 
lic,” replacing the language of the 1950 document to establish a 
“Sovereign Democratic Republic.” Most important. Article 31c added 
to the constitution by the Twenty-fifth Amendment Act, 1971, was re- 
tained and strengthened, and the section struck down by the Supreme 
Court in the Kesliavananda Bharati case (1973) was restored. According to 
the new version of Article 31c, “no law giving effect to the policy of the 
State securing all or any of the principles laid down in Part IV shall be 
deemed void on the ground that it is inconsistent with, or takes away or 
abridges any of the rights conferred by article 14, article 19 or article 31; 
and no law containing a declaration that it is for giving effect to such policy shall 
be called in question in any court on the ground that it does not give effect to such 
policy Government spokesmen described the purpose of the amend- 
ment in direct language. They argued it was necessary to “ensure that 
certain rights, particularly property rights, of individuals should not be 

Emphasis added. The first italicized section represents a substitution for the more lim- 
ited provision of the Constitution (Twenty-fifth Amendment) Act to extend protection to 
all laws enacted for the purpose of giving effect to all or any of the Directive Principles, 
rather than only to the specific principles set down in clause (b) and clause (c) of Article 39. 
The second italicized section restored the portion of the Twenty-fifth Amendment held un- 
constitutional by the Supreme Court in the Keshavanantia Bharati case, 1973. 
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allowed to stand in the way of the progress and well-being of society. 
The directive principles which embody social rights, have to over-ride 
those fundamental rights which are essentially private or individual 
rights.”^'* 

The Forty-second Amendment attacked the very foundations of the 
political order established at Independence. It imposed the new constitu- 
tional doctrine of absolute supremacy of Parliament and established the 
overriding importance of the Directive Principles for securing a social 
order to “promote the welfare of the people,” in cases of conflia with the 
fundamental rights protecting individual political freedom and property'. 
The meaning of this reordered set of priorities for the prospect of demo- 
cratic social transformation in a pohtical system that had previously al- 
lowed legislation for economic reform only through measures that pre- 
served individual pohtical freedoms and the right to property, was not 
explored. Indeed, the significance of the new principles of political 
legitimacy was obscured by per\'asive cynicism about the government’s 
motives in initiating the sweeping constitutional changes. It was unmis- 
takable that Mrs. Gandhi did not intend to use the new powers to usher 
in a social revolution. Rather, they provided legal rationale for depriving 
dissidents of their political rights and property under the law, and recal- 
citrant officers in the public services of any guarantees for tenure. The 
provisions also immeasurably strengthened the Center’s coercive power 
against opposition governments in the states. 

Still, if there was widespread cynicism about the government’s mo- 
tives in introducing the Forty-second Amendment, and general opposi- 
tion to the provisions aimed at emasculating democratic institutions, 
many persons, both inside Congress and among the left opposition, had 
come to accept the new principle of legitimacy invoked by the govern- 
ment to justify its aaions. Indeed, it is at least arguable that growing 
popular anger as the Emergency was prolonged was directed not only at 
the suspension of fundamental rights in itself, but at the abuse of the un- 
limited powers granted to government, which were exploited to advance 
the personal interests of a small coterie, rather than to redeem Congress 
promises of far-reaching socio-economic changes to alleviate the misery' 
of the poor. 

The extent to which popular political awareness had been heightened 
as new principles of political legitimacy took hold was illuminated in the 
extraordinary sequence of events set in motion by Mrs. Gandhi’s an- 
nouncement on January 18, 1977, of a new Lok Sabha election. The 
prime minister’s statement was accompanied by the release of pohtical 
detainees, including leading members of the opposition, relaxation of 

S'* Central Campaign Committee (All India Congress Committee), The Congress arid 
Constitutional Amendments, by Sankar Chose (New Delhi, undated), p. 17. 
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press censorship, and lifting of restrictions on normal electoral activities 
by recognized political parties. 

Even so, the opposition clearly entered the elections with severe disad- 
vantages. They had only fifty days to organize a national election cam- 
paign, find campaign funds, and explain the issues at stake to an elector- 
ate of over 300 million, the majority of whom were illiterate. At the 
same time, prodded by Jayaprakash Narayan, the Congress (O), the Jan 
Sangh, the Bharatiya Lok Dal, and the Socialist party — that is, the major 
constituents of the “Grand Alliance” that had been routed by the Con- 
gress party in 1971 — agreed to constitute a joint electoral party, the 
Janata party, and to have a single list of candidates, a common electoral 
symbol, and a common flag. At the head of this unified opposition was 
Mrs. Gandhi’s implacable opponent, Morarji Desai. 

The Janata party attracted new recruits from among the anticom- 
munist Congress left, in particular those socialists led by Chandra 
Shekhar who had supported Jayaprakash Narayan, only to be arrested 
along with opposition leaders. In addition, the Janata managed to arrange 
electoral alliances with the CPI(M); the Akali Dal in Punjab, and the 
DMK in Tamil Nadu. The Congress, by contrast, found allies in the CPI 
and the ADMK in Tamil Nadu — a dissident group that had defected 
from the parent DMK party after launching charges of pervasive corrup- 
tion against the leadership. The contest was the first since Independence 
in which party competition in most constituencies was limited to two 
opponents, one representing the Congress or its supporters, and the 
other, the Janata or its allies. 

The course of the campaign confounded all expectations. The assump- 
tion that the Congress party could use its manifold advantages to win 
reelection easily was put into question when on February 2 Jagjivan 
Ram, the most senior member of the Cabinet, resigned from the gov- 
ernment and the Congress party. The defection of Ram, who had served 
at the Center almost continuously for thirty years, and was the only Con- 
gress leader apart from Mrs. Gandhi with a broad national following — 
among the more than 80 million-strong Harijan community — dealt a 
devastating blow to the prime minister. The loss was all the more dam- 
aging because of Ram’s bitter denunciation of Mrs. Gandhi for her de- 
struction of internal democracy inside the Congress party, and the per- 
version of democratic institutions into “convenient instruments for as- 
serting personal power. Ram’s decision to form the Congress for 
Democracy spurred defections from the Congress party in key northern 
states, and added to Janata’s strength when the CFD also decided to con- 
test under the same election symbol and party flag. 

The united opposition succeeded in making the Emergency into the 
Times of India, February 22, 1977. 
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major issue of the election campaign. Jayaprakash Narayan defined the 
stark choice before the electorate as one between “democracy and dic- 
tatorship and slavery and freedom.”^® Arguing that despite the concen- 
tration of all powers in her hands, Mrs. Gandhi had been unable to solve 
the pressing economic problems of the people, Janata leaders promised 
“both bread and freedom. 

Mrs. Gandhi’s arguments that Janata represented an opportunistic al- 
liance between parties of different ideologies and interests, and that the 
choice was between “stability, peace and progress” under Congress or 
“confusion, chaos and instability”^® under her opponents failed to gener- 
ate enthusiasm. Nor did her rebuttal to charges of dictatorship that 
pointed to the very fact of the elections taking place as proof of her dem- 
ocratic commitment carry much conviction. Although the prime minis- 
ter campaigned in all states, addressing up to twenty meetings a day in 
the course of a month, her assurances to the electorate that “I am not 
threatening anyone” but rather was offering herself to the people as a 
“sevika,” a servant of the people,®^ no longer aroused credibility. 

Indeed, in state after state, the most unexpected phenomenon of the 
campaign was the palpable “anti-Congress wave.” With the exception of 
the prime minister, Congress leaders, either at the center or in the locali- 
ties, could not draw crowds that were comparable either in size or en- 
thusiasm to those who gathered to listen to “J. P.,” Morarji Desai, Jag- 
jivan Ram, and lesser leaders of the Janata. Opposition candidates, con- 
centrating on the excesses of forced sterilization, as well as the failure of 
Congress to carry out its promises for land redistribution, employment, 
and reduction of disparities, evoked spontaneous support reflected in the 
collections of hundreds of thousands of small donations that were used to 
finance the Janata party campaign. Kuldip Nayar reported that 

people would wait for hours, often past midnight just to hear [the 
Janata leaders]. People would not mind if the leaders came late be- 
cause of other meetings and the delays that car or train travel could 
entail. Organizations supporting the opposition budded overnight; 
there was instant response to the call of volunteers and funds. The 
mood, at least in the Indo-Gangetic plain, was reminiscent of the 
days before Independence. At that time, whatever the Congress said 
was carried out enthusiastically; now it was thejanata’s clarion call 
that the people obeyed.®® 

The election turned into an unprecedented debacle for the Congress 
party. Ov^er sixty percent of those eligible to vote went to the polls, 

Times of India, February 21 , 1977. Times of India, February 27, 1977. 

Times of India, March 2, 1977. Times of India, March 1 , 1977. 

Kuldip Nayar, The Judgement, p. 173. 

** The results of the election are reported in Times of India, April 3, 1977; and April 18, 
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almost as high as the record percentage in 1967. India’s voters — that is, 
the poor, both rural and urban — once given the chance to express openly 
their opinion on the new political order set up under the Emergency, had 
little difficulty in drawing up a balance sheet of the economic gains and 
political costs of authoritarian rule. In a striking reversal of the 1971 elec- 
tion results, when the Congress party had won over 43 percent of the 
votes polled, in 1977, it could obtain little more than 35 percent of the 
total. In the Lok Sabha, the reverses were much greater. Congress was 
reduced from 352 out of518 seats in 1971 to 153 out of 540 seats in 1977. 
The Janata, which won 43 percent of the popular vote and 270 seats, 
achieved sufficient strength on its own to form a new government. To- 
gether with its allies, it actually reached a two-thirds majority necessary 
to carry out its election pledge of amending the constitution to repeal the 
Forty-second Amendment. More remarkable, the Congress party was 
defeated by Janata in all its northern and central strongholds, including 
Uttar Pradesh, Bihar, Punjab, Haryana, Madhya Pradesh, Rajasthan, 
West Bengal, Orissa, Assam, and Gujerat. It sustained major losses in 
votes and a staggering loss of seats in all of these states. Most spectacular, 
Mrs. Gandhi was herself defeated by her opponent, Raj Narain, in her 
home constituency of Rae Bareli. Her son, Sanjay, nominated by Con- 
gress to stand in the neighboring constituency of Amethi, was also re- 
jected by the voters. Indeed, the party failed to win a single seat in Uttar 
Pradesh, the keystone state of Congress politics. 

This overall pattern was reversed only in the four southern states of 
Tamil Nadu, Andhra Pradesh, Mysore, and Kerala, where the Janata 
party was badly defeated by Congress or Congress alliances. A number 
of reasons were probably responsible. The excesses of the Emergency 
had not been so directly experienced in the south. In addition, fears were 
also aroused that a Janata party government based on the Jan Sangh 
might attempt to impose Hindi as the national language, despite the 
compromise formulas that had previously been reached. In Tamil Nadu, 
moreover, thejanata party had contested in alliance with the DMK, then 
under sharp opposition attacks for widespread corruption at the highest 
levels. In Kerala, the Congress-CPI coalition had won a measure of 
genuine support, largely as the result of its efforts to implement the radi- 
cal “land to the tiller” agrarian reform drafted by its predecessor, a 
CPI (Marxist)-led coalition government. 

On March 22, immediately after the election results became known, 
Mrs. Gandhi submitted her resignation. Just before stepping down from 
the office she had held for eleven years, the prime minister moved to lift 
formally the state of internal Emergency. Six days later, the proclama- 
tion of external Emergency, which had remained in force since the 
Indo-Pakistan War of December 1971, was also finally revoked. On 
March 24, in one of the truly extraordinary feats of personal will and 
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political courage demonstrated in contemporary democratic politics, 
Morarji Desai, at the age of 81 , achieved his long-thwarted ambition. He 
was selected by Janata MPs to be the leader of the party, and he became 
the fourth prime minister of independent India. 

The general pattern of popular support for the Janata party, moreover, 
was repeated in elections to the legislative assemblies of several states 
held in June 1977. Janata once again won large majorities in Uttar 
Pradesh, Bihar, Madhya Pradesh, Rajasthan, Orissa, and Punjab, yield- 
ing only to the CPI (Marxists) in West Bengal, where it managed for the 
first time to gain an absolute majority in that state. Elections at the same 
time in Tamil Nadu confirmed the commanding position of the regional 
ADMK in the state. Shortly thereafter, following the death of President 
Fakhruddin Ali Ahmed, and in a final repudiation of Mrs. Gandhi’s rule, 
Morarji Desai placed in nomination for the presidency the name of 
N. Sanjiva Reddy, the same candidate nominated by the Congress 
party in 1969, and whom Mrs. Gandhi had opposed as a tool of the 
“Syndicate” — even at the cost of splitting the Congress party. On July 
22, 1977, Sanjeeva Reddy was elected unopposed to the office of Presi- 
dent of India. 

The euphoria that accompanied ail of these events could not quell in- 
definitely the uneasy feeling that India’s democracy stiU faced its most 
severe tests. The poor majority had responded, yet again, to the promise, 
this time of an anti-Congress coahtion, of “both bread and freedom.” 
This renewed vote of popular confidence in democratic methods ap- 
peared all the more poignant in the face of doubts about the efficacy of 
the democratic process stiU troubhng not only the middle-class intel- 
ligentsia, but the leading architect of the opposition’s momentous 
triumph. Jayaprakash Narayan, who became the most revered political 
figure in India after the resumption of normal democratic government, 
was not himself convinced that problems of mass poverty could be 
solved even if the opposition were to win. While still under detention 
during the Emergency, Narayan confided in his prison diary: “The ques- 
tion is can the picture be fundamentally altered through the ordinary 
democratic process? Even if the opposition wins, will the picture change? 
I fear no. Laws will be passed and apphed, monies wiU be spent — even if 
all this is done, possibly without corruption creeping in, will the struc- 
ture, the system, the ‘order’ of our society change? I think no.”®^ 

As the months passed, and the Janata party, reflecting divergent 
ideological commitments and social and economic interests, failed to 
achieve a consensus on an economic strategy, such fears were more 


Nett' York Times Magazine, March 27, 1977, p. 88. 
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widely expressed, the more so after the leadership fell back on an old 
formula — “the need to develop an alternative both to capitalism and 
communism.” The alternative they proposed was “treading the path of 
Gandhian socialism based on political and economic decentralization.”®^ 
The Janata Statement on Economic Policy, adopted in November 1977, 
committed the party to concentrate public-sector investible resources on 
rural development, including creation of new job opportunities in the 
rural sector, and the development of small-scale and cottage industries 
using labor-intensive techniques of production. The Statement, which de- 
clared the party’s opposition to “any system which is based on exploita- 
tion” and promised to “do away with the dual society as development 
would be oriented to the jobless and the homeless, the small and mar- 
ginal farmers and laborers,”®"* was particularly vague about the policy 
implications of carrying out this reorientation. The “dynamics of the 
change-over” made no mention of radical agrarian reform. Instead, they 
were described in general terms as “utmost decentralization of the proc- 
ess of planning” and the “elevation of agriculture to the predominant po- 
sition and finally by a mass-oriented industrialization.”®® 

Narayan’s question — the question that has bedeviled India’s political 
leadership since Independence — has yet to be answered, but it will be in- 
creasingly more difficult for any elected government to ignore. Can 
democratic processes be adapted to carry out a significant redistribution 
of income, status, and power to alter the structure of society? 

Certainly, the record is not encouraging. The national leadership’s ex- 
pectation that political democracy would build up a mass base for the ap- 
plication of powerful pressures on government to carry out peaceful 
change has proved misconceived in several respects. Not least important, 
perhaps, was the failure to understand the distinction between the ap- 
preciable ability of electoral politics (with its principles of universal suf- 
frage and majority rule) to undermine old psychological commitments to 
ascriptively based social hierarchies; and the much more limited capacity 
of elected politicians dependent on local notables as “link men” in the 
constituencies to implement faithfully institutional changes aimed at 
augmenting the economic resources of the rural poor for independent 
political action. 

Ample evidence does exist that the first process of social mobilization 
is well advanced. Since the landmark election of 1971, when Mrs. Gan- 
dhi, deserted by large numbers of local influentials in the wake of the 
Congress party split, still managed to win unprecedented majorities 
among the rural poor, cutting across regional, linguistic, and caste lines 

“ Statement on Economic Policy, adopted by the Working Committee of thejanata Party 
on December 14, 1977, p. 1. 

“ Aid.,pp. 2,4. «/iid., p.4. 
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Yet, if it is by now well established that competitive politics over the 
past twenty-five years has succeeded in creating a “critical level of politi- 
cal awareness”®® among the illiterate and the impoverished, it is equally 
apparent that this heightened political consciousness has not yet resulted 
in the application of effective popular pressure from below to carry out 
peaceful implementation of social reform. In particular, changes in the 
“thinking of the masses” have not been followed by changes in the pat- 
tern of political alignments that can mount sustained pressure on elected 
governments to carry out promises of economic reform. 

There have been many reasons for this failure of the rural poor to con- 
vert their greatest resource in superior numbers into effecfive'political 
power. At the outset, of course, the decision to separate the techniques of 
party organization from the methods of social reform meant that not 
very much else might be expected. The Congress party’s claim to repre- 
sent the entire nation without excluding any group, and its decision to 
build up its organization on the dominant groups in the rural areas meant 
that the new electorate was inducted into politics by intermediaries re- 
cruited from among leading members of the landowning castes. Al- 
though political competition between local leaders did draw growing 
numbers of the poor peasantry into the political process, the lack of di- 
rect contact between the most depressed groups and outside centers of 
power in the ruling party and the administration reinforced vertical polit- 
ical ties that provided the only hope of the poor for access to the benefits 
of, and protection against the abuses flowing from, closer ties to the 
wider political system. 

These vertical political ties did not prevent the transformation of polit- 
ical consciousness. They do not explain by themselves the inability of the 
rural poor after some thirty years to generate their o\vn leadership and 
organize the larger part of their numbers to challenge the hegemony of 
the landowning elites. A good part of the explanation must still be 
sought injnternal cleav^es among the peasantry based on caste, above 
all that which divides Harijans from members of other Backward 
Classes. At the same time, there is little doubt that the dominant landed 
castes were able to use their position as intermediaries in relationships be- 
tween the village and external sources of power at the district and state 
^ levels of government and administration to frustrate the national leadcr- 
ship’s policies for social transformation through institutional change. In 
particular, well-placed landed elites — through their contacts in the state 
legislatures, the land revenue administration, the state departments of 
cooperation, the Community Development staff — were able to prevent 
effective implementation of national policies on land reforms, the reor-/ 


For an interesting analysis of growing politicization among the Indian masses, sec 
D. L. Sheth, Structure of Indian Radicalism,” Economic and Polilical IVeckly, Annual 
Number, February 1975, 319-34. 
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H ganization of agricultural credit, marketing, and distribution along 
cooperative lines, and indeed, all other measures for “social” reform 
jj aimed at weakening the links of dependence binding the peasantry to the 
f dominant landed castes. 

Worse still, failures in implementation of institutional change left the 
weakes t sections of the village population more than ever dependent 
upon good relations with leading members of the dominant landed 
castes. Half-hearted attempts to carry out land reforms only alerted land- 
lords to their long-term interests in protecting their property rights 
through evictions of tenants tha^converted customary leasing arrange- 
ments into contingent sharecropping agreements. Meanwhile, marginal 
““farmers, their number swelling in size as tiny farms became too small to 
_^proyjde subsistence to all family members, joined the growing numbers 
of landless laborers seeking supplementary employment. As larger land- 
owners found it more profitable to substitute wages in cash for payments 
in kind, many landless workers were confronted with a choice between 
I uncertain casual employment at inflated rates, or new forms of perma- 
nent contracts providing some additional security, but at the cost of per- 
\sonal independence. Almost all poor rural households, moreover, could 
not escape the unwelcome ties to richer landowners arising out of the 
chronic necessity fodrevolving loans to meet basic consumption needs. 

Land, income, status, contacts, power — all of these political resources 
were more than ever concentrated in the hands of the dominant landown- 
ing castes. The poor peasantry, who had num bers on their side, found it 
impossible to build alliances across kinship, caste, and factional groups 
for common political action in larger arenas, when their own fortunes 
inside the village were still intimately tied to good relations with mem- 
bers of the landowing elites. Above all, it would have been foolish for 
peasant leaders to attempt to organize a common front unless, at the 
minimum, they were assured against physical retaliation through links 
with a wider regional or national organization having its own capacity 
for imposing sanctions. . 

It is not surprising that under such conditions the peasantry should 
have proved unable to take advantage of pohtical democracy either to 
generate its own leadership or build up party organizations from b3bw. 
The only realistic alternative appears to be for a cadre of political workers 
. coming into the villages from outside to take up the task of grass-roots 
1 party organization. 

Is this feasible? Certainly, there are serious difficulties and even dangers 
of attempting this style of peasant mobilization. The democratic political 
parties that profess a commitment to social reform have never been in a 
more weakened organizational condition. The Congress party, which 
failed to rebuild its organizational base after the 1969 split, was disrupted 
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even further by Mrs. Gandhi’s decision, following renewed challenges to 
her leadership after the debacle of the 1977 elections, to force the new 
split that once again created two rival Congress party organizations. At 
the same time, Mrs. Gandhi’s aspirations for a political comeback will 
have to overcome the obstacles set up by the Desai Government which 
took the first steps in July 1978 toward prosecution of the former prime 
minister on criminal charges of abuse of authority during the Emergency. 
Meanwhile, ex-Forum members began organization of a broad-based 
Socialist Forum to function without any political affiliation, drawing 
upon intellectuals, political activists, trade unionists and youth workers 
to “consolidate the socialist forces for political action in the long run.’’’° 

The Janata party is hardly better positioned. All of its constituent 
groups did formally merge into one party in May 1977, but months later, 
the party had yet to enroll its own primary members and set up units at 
the district and state levels. Meanwhile, the president of the Janata party, 
Chandra Shekhar, presides over an organization that still relies heavily 
[on thejan Sangh and its militant Hindu nationalist RSS cadre. 

The communist parties have also lost a good deal of their momentum. 
The CPI was reduced to less than 3 percent of the popular vote; and even 
the CPI (Marxists) suffered a small overall decline to about 4 percent of 
the poll nationwide in 1977. The defeat of the Marxists by the Con- 
gress-CPI coalition in Kerala, even when compensated by their striking 
victory in West Bengal, marks them as a regional party. 

Even if these grave weaknesses of political leadership could be over- 
come, class-based peasant organization would admittedly run up against 
caste antagonisms between Harijans and other Backward Classes; and 
conflicting interests between agricultural laborers pressing for higher 
wages and owners of small and marginal holdings who are not able to 
absorb such increases. Further, even while the solidarity of the poor still 
cannot be taken for granted — although the increasing proletarianization 
of the peasantry constitutes a positive development from that 
perspective — efforts to organize the Harijans and other Backward Classes 
on caste lines would certainly meet the solid opposition of the more 
prosperous landed castes. This is all the more the case when peasant or- 
ganization must take place under conditions of low overall growth, in- 
creasing disparities, and the zero-sum character of redistribution policies 
for leveling up the poor, which inevitably involve some leveling down of 
the rich. 

Yet, having set out all the obstacles to class-based peasant organiza- 
tion,jt is impossible to find a substitute for sustajned_political pressure by 
.^‘^-PPdential beneficiaries for implernentadon of land reform policies that 

Times of Itidia, November 26, 1977. 
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have been accepted by all governments since Independence, enaaed into 
law, and yet ignored with impunity by the landowning castes. Indeed, 
Jayaprakash Narayan, observing bleakly that the structure of village so- 
ciety had not changed in the thirty years since Independence, and admit- 
ting that “earlier I had disliked the idea of organizing [the Harijans and 
the landless] on class lines,” could finally find no alternative to recom- 
Y' mend than organizing the rural poor in class-based associations.'^^ 

Despite all the difficulties and dangers that such an approach entails, it 
should be pointed out that in some crucial respects, the poUtical condi- 
tions for a peaceful restructuring of India’s agrarian economy are more 
favorable now than at any time since Independence. Much higher levels 
of political awareness and new egalitarian norms are eroding the old caste 
and factional loyalties that buttressed previous patterns of vertical politi- 
cal mobilization. Progress toward removal of mass poverty is becoming 
a new touchstone for evaluating the performance of elected govern- 
ments. This criterion of legitimacy, moreover, is widely accepted among 
the educated middle classes, the result of heightened social consciousness 
no less than growing uneasiness that “we can no longer take for granted 
the endurance and patience of our over-burdened people” whose “unen- 
durable circumstances can only lead them to desperation.”’^^ Indeed, the 
Janata party, whose major constituents are themselves drawn from the 
more affluent and conservative members of society, the shopkeepers, 
traders, and civil servants who are the backbone of the Jan Sangh in the 
cities, and the larger peasant cultivators in the BLD who have made the 
greatest gains from the green revolution, have had to give tacit recogni- 
tion to rising popular expectations. Morarji Desai, in a radio broadcast to 
the nation shortly after becoming prime minister, renewed his pledge to 
(‘ achieve both “bread and freedom,” promising to “end destitution within 
i a decade.”’^ The Janata party has made a formal commitment to remove 
unemployment by 1987, and even to reduce income differentials between 
the minimum and maximum after tax to 1 :20, with the ultimate objec- 
* five being to reduce the differential to 1:10.’^'’ 

There is another circumstance that may ultimately prove favorable. 
The notion that the democratic system must be evaluated by its ability to 
1 lift every citizen above the poverty level is taking hold at a time of re- 
newed debate on the basic principles of the political system, especially 
the relationship between constitutional guarantees for fundamental rights 
and the directive principles to secure a just social order. Although the 
Janata party was able to take immediate action to liquidate the most arbi- 

Times of India , August 11, 1977. 

Excerpts from President Reddy’s Independence Dav Message, Times of India, August 
15, 1977. 

Times of India, May 12, 1977. 


Statement on Economic Poliq', p. 29. 
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trary measures of the Emergency, including the ban on the RSS and 
other organizations, and the curbs voted on the press (even dissolving 
Samachar to restore the four independent news services), it could not 
carry out its election promises to revoke the Forty-second Amendment 
in its entirety. The Congress party, which retained a majority in the 
Upper House or Rajya Sabha, agreed to support only a limited statute to 
remove the most “obnoxious” provisions from the amended constitu- 
tion. The Forty-fourth Constitution (Amendment) Bill passed in the Lok 
Sabha on December 20, 1977, deleted the right of Parliament to make 
laws banning “anti-national” activities and associations, and restored the 
powers of both the Supreme Court and the High Courts to consider the 
constitutional validity of any state or central legislation (and to declare a 
central or state law invalid by simple majority). Among other measures, 
it struck out provisions permitting the central government to dispatch 
armed forces to any state without its consent; and the special procedure 
for handling writ petitions challenging the election of the president, the 
vice president, prime minister, and speaker. The amendment also re- 
stored the five-year terms of the Lok Sabha and state assemblies. Yet, the 
Janata party and the Congress party could not agree on the government’s 
proposals to change Article 31c in order to restore the Supreme Court’s 
powers of judicial review over legislation designed to give precedence to 
the directive principles over the fundamental rights provisions. Whatever 
the outcome of future negotiations, moreover, it seems unlikely that the 
right to property will be restored to its original position as coequal with 
fundamental political rights. Assuming that this is the case, it will be- 
come feasible in the future to carry out basic economic reform through 
parliamentary measures that cannot subsequently be overturned in the 
courts. 

Finally, the organizational vacuum that is in the process of developing 
in the rural areas opens up the possibility of forging horizontal align- 
ments that can provide a direct base in popular support for political par- 
ties that invest the time and effort necessary to organize in the villages 
among the very poor. This much has been demonstrated in two states, 
Kerala and West Bengal, where the Marxists succeeded in building up 
state party organizations by recruiting among landless laborers and 
I sharecroppers, to provide a reliable core of support that eventually led to 
'State power. Although, in both states class-based peasant organization 
did lead to a sharp increase in incidents of agrarian violence, it is also the 
case that these clashes were contained from spreading into large-scale 
civil disorder by the ability of the central government to impose Presi- 
dent s Rule and send central armed forces to reinforce state police. 
Perhaps even more important than the superior political and military 
power available to the Center in containing class conflict that could spill 
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over into regional or religious or caste confrontation to weaken the polit- 
ical unity of the nation, is the considerable progress toward social and 
economic integration that has occurred over the last thir t^r years. In any 
event, movements toward regional nationalism and greater autonomy 
for the states are likely to receive their greatest popular support under 
conditions of an ineffectual ruling party and central government that 
'"'cannot keep its promises to provide the minimum needs of indla’s 
diverse social groups. 

In the end, of course, it is impossible to cahbrate finely the benefits and 
risks of political organization among the rural poor on class lines. But the 
alternative of not doing so is perhaps more certainly to end in the failure 
\ of hopes for a “gradual revolution” of India’s socier 3 ^ 

Polarization is proceeding, in any case. Since the end of the Emer- 
genc^^ in a number of states, a large proportion of the plots distributed to 
landless laborers under the Twenty-Point Program has been .forcibly 
taken bach by the landowners. Incidents of caste violence, particularly 
murders and other atrocities against Harijans by upper-caste Hindus 
angered at their attempts to assert rights to land or other benefits under 
I the Twenty-Point Program, indicate a growing antagonism between 
' landed and landless groups. 

At present, the greatest dangers to long-term pohtical stabUity do not 
appear to come from any attempt to build up effective political parties 
that can mobilize the poor peasantry and institutionalize their demands. 
Rather, the most serious threat to political order can be expetted from 
the progressive loss of legitimacy of traditional power relationships, 
without putting any substitute structure in its place. Adversaty groups, 
confronting and colliding with each other in the absence of any accepted 
rules, can trigger cycles of violence and repression that destroy the abihty 
of existing democratic institutions to function, while faihng to create the 
conditions for reconstruction of a more effective pohtical order. 

The middle-class intelhgentsia professing a commitment to demo- 
cratic socialism may yet have much to gain in attempting to organize the 
poor peasantry- while it is still possible to bring them into pohtics in a 
way that will strengt hen j ohtical stability, that is, by augmenting the ca- 
f parity of elected governments to complete the second part of the gradual 
j. revolution for structural change. It does not require much imagination to 
visualize the conditions of another breakdown in the democratic proc- 
esses of government. It is much more difficult to conceive that the ex- 
traordinary events of 1977, which restored the democratic pohtical order 
t after its ah but complete coUapse in the face of previous failures to carry 
’ out basic social reform, can be repeated a second time. 
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the distribution of central assistance for Plan outlay to the states. The 
Planning Commission put forward 

far reaching proposals which, at the stroke, sought to abolish the 
practice of tying Central assistance with Centrally “approved” 
schemes and envisaged the allocation and flow of Central assistance 
predetermined on the basis of certain broad socio-economic consid- 
erations, irrespective of the sectoral allocations or the nature of the 
schemes adopted in the plans of the States. These measures it was 
felt would enable the States to evolve their plans without any dicta- 
tion from the Centre either about the contents or the nature of the 
plan schemes, of course within the overall availability of plan re- 
sources. It was realized that this would reduce the Centre’s control 
of the Planning process in the States, but this was nevertheless gone 
through partly because the Administrative Reforms Commission 
had urged the loosening of the Centre’s control over States planning 
and partly because the Commission hoped to influence the States 
through the publication of an “Approach” paper as also through the 
intensification of formal and informal interaction between the Cen- 
tral Ministries, the Division of the Commission and the State 
authorities.'*® 

The “Gadgil formula” for allocating central assistance to the states was 
considered at the September 1968 meeting of the National Development 
Council’s Committee of State Chief Ministers, a committee of the 
whole, including the deputy chairman of the Planning Commission as 
chairman. The formula as finally endorsed set down objeaive criteria for 
determining the principles of allocation of central assistance to the states. 
Apart from the requirements of sensitive border states (including Jammu 
and Kashmir, Assam, and Nagaland) to be met by setting aside an ad hoc 
lump sum of total central assistance, the distribution of the remaining 
amount was to be apportioned among the states to the extent of 60 per- 
cent on the basis of their population; 10 percent on the per capita income 
if below the 1962-1965 national average; 10 percent on the basis of 
tax efibrt in relation to per capita income; 10 percent in proportion to 
commitments on major continuing irrigation and power projects, and 10 
percent for special problems of individual states (such as metropolitan 
development, flood control, and tribal areas development). 

The committee also decided to “untie” central assistance from 
specified heads of development or schemes, and to ehminate all sche- 
matic patterns of assistance for diflerent plan programs. Instead, they 

Planning Commission, “Preparation of States Plans, An Appraisal of the 4th Plan Ex- 
perience,” mimeographed, p. 4. 
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provided that central assistance should be distributed in the form of bloc 
loans and grants in the proportion of 70 : 30 to all states. Only an at- 
tenuated earmarking procedure was retained, which sought to restrict 
the transfer of resources from certain schemes or heads of development 
without prior approval of the Planning Commission, including agricul- 
ture; certain continuing irrigation and power projects; specified projects 
involving foreign contractual obligations and interstate payments; 
elementary education; and rural water supply programs. 

Finally, the committee endorsed proposals to limit overall outlay on 
centrally sponsored schemes to one-sixth or one-seventh of the five-year 
central assistance available to each state, and provided that each scheme 
must receive a hundred percent central funding, eliminating the element 
of matching state contributions frequently required in the past. Even 
then, centrally sponsored schemes could be taken up only under re- 
stricted conditions: that they relate to demonstrations, pilot projects, 
surveys, or research; that they have a regional or interstate character; 
that they require lump sum provisions to be made until they could be 
broken down territorially; and that they have overall national signifi- 
cance.'*® 

The meaning of the new criteria was clear. The states were “free to 
formulate their own plans on the basis of their own appreciation of the 
local problems, priorities, potentials, and past experience,”®® in respect 
to state subjects that included almost all development activities in the vast 
rural sector. Subsequently, “national” planning referred in practice to 
expenditures proposed in the central sector. Yet, with the growing con- 
straint on government resources, even these activities were increasingly 
confined to the provision of economic infrastructure rather than an ex- 
pansion of industrial capacity. On the eve of the Fourth Plan, the Plan- 
ning Commission’s role was so reduced in scope as to virtually satisfy the 
demands of the business community, reiterated since the mid-1950s, that 
the proper sphere of activity for the public sector was to promote social 
overheads and incentives supportive of private investment. In most other 
aspects as well, the economic programs endorsed by the planners carried 
the impression of a reversion to policies predating the Second Plan in an 
almost total obliteration of Nehru’s approach. 

One of the first decisions taken by the new economic directorate was 
to scrap the Draft Outline of the Fourth Plan. “After a careful review of 
the position the Commission felt that with the lapse of time, many of the 
assumptions and estimates of the Draft Outline were no longer valid 


Ibid., pp. 4-5. The new formulas for central assistance to the states are also sum- 
marized in Fourth Five Year Plan, 1969-74, pp. 54-57. 

“Preparation ofStates Plans,” p. 6. 



314 CRISIS OF PLANNING 

[and] fresh exercises would have to be undertaken. The start of the 
Fourth Plan was delayed until 1969. 

The decision set in motion what amounted to a three-year “Plan hoh- 
day,” although the Planning Commission continued the praaice of 
formulating annual plans. The Annual Plans of 1966/67 and 1967/68, pre- 
pared by the lame-duck Planning Commission, and the 1968/69 Plan 
formulated by the Gadgil Commission displayed considerable 
homogeneity in size, goals, approach, and programs, a reflection of ob- 
jective constraints on the policy choices available. Yet, the two earlier 
plans preserved the principle that smaller developmental outlays on in- 
dustrial projects and concessions to private enterprise were mainly a re- 
sponse to immediate financial and physical shortages that, once solved, 
would allow a return to the long-term strategy for self-rehance set down 
in the Draft Outline. The 1968/69 Plan, by contrast, expHcitly tailored 
the development approach to fit the “prevailing economic situation”^^ in 
a departure from past pohdes that was meant to be permanent. 

Worsening food shortages and a new price spiral that by early 1967 
threatened starvation deaths in the hardest-hit areas of Bihar, and 
triggered large-scale food riots in West Bengal and Kerala, reinforced the 
new priorities of giving greatest importance to agriculture “and those 
developmental activities which directly cater to the growing needs of ag- 
riculture.”^^ The high-yielding varieties program, which covered only 
four million acres in 1966/67 was expanded to 15 million acres in 1967/68 
and to 21 million acres in 1968/69. The Annual Plans, constructed 
with this strategy of agricultural development as their base, projected an 
increased production potential from 90 million tons in 1965 to 125 mil- 
lion tons in 1971, and the achievement of self-sufiiciency in foodgrains. 

Limitation of resources made it impossible to meet both the large ex- 
penditures necessary for the agricultural production programs and the 
minimum investment levels required for maintaining the momentum of 
new investment on industrial projects. Annual Plan outlay in the years 
1966-1969 remained more or less stationary, somewhat below Rs. 2,300 
crores, the level achieved in 1965/66, the last year of the Third Plan. 
Against increases in the wholesale price index during this period of ap- 
proximately 30 percent, development outlay experienced a significant 
decline in real terms. The constraint on resources was so great that, as 
shown in Table 8-2, absolute amounts of Plan expenditure on irrigation, 
transport and communications, and social services fell below 1965/66 
levels. The increase provided for organized industries and mining was 

Planning Commission, .4»inHal Plan, 1968-69, p. 1. 

Ibid. Annual Plan of 1966-61 , p. 2. 

Fourth Five Year Plan, 1969-74, p. 8. 
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TABLE 8-2 

Plan Expenditure by Heads of 
Development, 1965/66 to 1968/69 


(Rs. crores) 


Head of development 

1965166 

1966167 

1967168 

1968169* 

Agricultural programs 

231.98 

268.89 

284.87 

270.24 

Community development 
and cooperation 

80.66 

77.66 

70.02 

57.54 

Irrigation and flood control 

167.51 

143.76 

147.16 

154.69 

Power 

382.95 

399.27 

400.56 

338.80 

Village and small industries 

54.20 

45.53 

44.94 

41.41 

Industry and minerals 

455.43 

542.84 

520.85 

539.33 

Transport and communications 

495.32 

431.87 

424.09 

426.16 

Social services 

407.19 

292.18 

328.25 

369.24 

Miscellaneous 

22.12 

18.71 

21.25 

21.85 

Grand total 

2,297.36 

2,220.71 

2,241.99 

2,119.26** 


Sources: Atiiiiial Plan, 1966-61 , pp. H-13-, Annual Plan, 1967-68, pp. 26-27; Annual Plan, 
1968-69, p. 13. 

* Estimates for 1968/69 represent Plan outlay and provide only rough estimates of ac- 
tual expenditure. 

** Plan outlay for 1968/69 was officially estimated at Rs. 2,337.41 crores, but tne mgi.,.. 
figure includes a provision of Rs. 140 crores for government purchases of foodgrains, the 
first time such expenditures were counted as part of Plan outlay. 

sufficient only to support major new projects in fertilizers, and relatively 
limited expansions of existing capacity in petro-chemicals, petroleum 
refining, and the development of iron ore and other minerals schemes. 
Greater reliance on the private sector to stimulate the growth of indus- 
trial production was reflerted in a series of measures to relax controls 
under the 1951 Industries (Development and Regulation) Act. By 1967, 
forty-two industries, drawn mainly from those producing agriculture- 
related equipment, or light industries with a high export potential were 
exempted from licensing provisions, and existing units were allowed to 
increase or diversify production up to 25 percent beyond the licensed ca- 
pacity without government approval. Controls on the prices and distri- 
bution of several industrial commodities were also lifted, including coal 
and iron and steel. 

An even greater casualty of the constrained resources position was the 
Community Development program. Against provisions of Schematic 
Budgets for the Community Development blocks accepted as guidelines 

A summary statement of changes in policy and administrative controls with respect to 
private industry is given in Fourth Five Year Plan, 1969-74, Draft, pp. 231-34. 
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for Plan outlays since the initiation of the program, central assistance to 
states in grants, loans, and other advances earmarked for Community 
Development were, by 1968/69, less than one-half of its entitlement, suf- 
ficient to support the salaries of development staff in place but not to fi- 
nance any new Community Development schemes.^® The importance of 
governmental institutions as a source of funds for financing individual 
investments in land improvement projects, by contrast, sharply in- 
creased. Between 1966 and 1969 alone, loans for minor irrigation to indi- 
vidual cultivators by land development banks, agro-industries corpora- 
tions, and other agencies amounted to Rs. 229 crores, compared to Rs. 
100 crores during the entire Third Plan.^’^ 

The retrenchment of funds had a further effect on rural development 
that was not so directly apparent. It compromised the experiment in 
democratic decentralization still in the early stages of organization in sev- 
eral states as an instrument for activating the peasantry through participa- 
tion in powerful local government bodies. The major purpose of the new 
Panchayati Raj institutions (based on indirectly elected Block Samitis and 
District Panchayat Councils) was to vest administrative control over 
Community Development schemes in representative bodies. Yet, the 
new local development councils suffered severe budget cuts almost at the 
moment they came into being. Combined with the failure of the states to 
route other departmental development funds through the panchayat sys- 
tem, and their own inability and/or unwillingness to raise significant re- 
sources through the powers of taxation granted them, the panchayat 
structure was undercut at the outset as an important political, arena in 
which large numbers of small peasant farmers and landless laborers 
might have become involved in rural development schemes. 

Ironically, almost at the same time as the institutional supports of the 
earlier community-oriented approach were dismantled, doubts arose that 
the new agricultural strategy based on incentives to individual invest- 
ment could achieve the productivity gains expected from it. By 1969, it 
seemed unlikely that the high-yielding varieties program would meet the 
production target of 125 million tons by 1971, and achieve the goal of 
self-sufficiency in food grains promised by the Ministry of Food and Ag- 
riculture. After an initial spurt in foodgrains production from the peak 
level of 89 million tons achieved in 1964/65 to 95.6 million tons in 1967/ 
68, production in 1968/69 under less favorable weather conditions re- 
mained at 94 million tons.^® 

Expectations of a rapid agricultural transformation in the intensive 
areas were realized only in the wheat region accounting for approxi- 

« Annual Plan, 1968-69, p. 39. 

Fourth Five Year Plan, 1969-74, Draft, p. 185. Ibid., p. 1 17. 
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mately 13 percent of the acreage and output of foodgrains. Seven 
states — Bihar, Gujerat, Haryana, Punjab, Madhya Pradesh, Rajasthan, 
and Uttar Pradesh — containing 88 percent of the area under wheat and 95 
percent of the irrigated area, contributed 93 percent of production. The 
heartland of the “green revolution” was more narrowly defined. Three 
states, Punjab, Haryana and (western) Uttar Pradesh, accounted among 
them for fully 69 percent of the irrigated area.®® By 1969, Mexican seeds 
covered almost the entire irrigated acreage and spurred a spectacular in- 
crease in production. Total output between 1966 and 1969 registered a 
gain of more than two-thirds over 1964/65 levels.®® 

By contrast, the high-yielding varieties program could make little 
progress in raising the production of paddy, India’s largest foodgrains 
crop, accounting for approximately 31 percent of the total area under 
foodgrains and over 40 percent of total output. By 1969, the area planted 
under high-yielding varieties of paddy was 6 million acres, about one- 
fifth the irrigated paddy acreage and approximately 6 percent of the total 
paddy area.®^ Average yields from the new varieties remained far below 
the levels forecast on the basis of production yardsticks. Overall, rice 
output showed virtually no improvement, rising in 1967/68 and 1968/69 
only to levels achieved in 1964/65, the last year of good weather.®^ 

There were unexpected technical problems. Reports that dwarf paddy 
varieties imported from Taiwan faced serious difficulties under Indian 
field conditions reached the Food and Agriculture Ministry in the spring 
of 1966, only after it was decided to use these strains as the mainstay of 
the new agricultural strategy. State officials cited a number of practical 
problems.®® The growing cycle of the Taiwan varieties was basically un- 


USAID, New Delhi, "Outline for Country — Crop Papers, Country, India, Crop, 
Wheat,” March 3, 1969, p. 4. 

Wheat production reached a peak output in 1964/65 of 12.2 million tons, and had in- 
creased by 1968/69 to approximately 18 million tons. Directorate of Economics and Statis- 
tics, Area, Production and Yield of Principal Crops in India, 1949-50 to 1967-68, p. 7; Fourth Five 
Year Plan, 1969-74, p. 184. 

Fourth Five Year Plan, 1969-74, p. 122. The total area under rice was approximately 91 
million acres, and the irrigated rice area was more than 32 million acres. USAID, New 
Delhi, “Outline for Country — Crop Papers, Country, India, Crop, Rice,” March 10, 1969, 
p. 5. 

Rice production reached a peak of 39 million tons in 1964/65 and declined during the 
drought years of 1965/66 and 1966/67 to approximately 30 million tons. Rice production in 
1967/68 and 1968/69 once again approached 39 million tons. Area, Production and Yield of 
Principal Crops in India, p. 30; Fourth Five Year Plan, 1969-74, p. 184. 

The Department of Agriculture in the Union ministry selected three Taiwan 
varieties — Taichung Native 1 , Taichung 65, and Tainan 3 — for use in the first year of the 
high-yielding varieties program on the basis of their reported performance in Taiwan. 
However, at the Conference of State Officials held in New Delhi, March 18-19, 1966, to 
consider the operational details of the high-yielding varieties program , representatives from 
Madras and Andhra Pradesh reported that the Taiwan varieties were not suitable for the 
major rice-growing season in their states (July-August to December-January). Cultivators 
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suited to the monsoon patterns of the major growing seasons in the 
rice-producing states. When planted in mid-June, the new seeds flowered 
and came to maturity by mid-October, the worst period of the northeast 
monsoon. Cultivators not only found it difficult to harvest the crop in 
heavy rain, but suffered large losses unless mechanical drying equipment 
was immediately available. 

Farmers planting a winter rice crop also faced serious disadvantages. 
Very heavy rain during the early part of the growing season in Septem- 
ber and October sometimes submerged seedlings and caused serious 
damage to dwarf plants; water shortages at the end of the crop season in 
March inflicted losses in yields. In both seasons, moreover, the heavy 
cloud cover of the monsoon deprived the paddy plants of the strong sun- 
light needed for photosynthesis at the end of the growth cycle to achieve 
optimum yields. These problems were compounded by the discovery 
that the most popular Taiwan seeds also showed higher vulnerabiHty 
than conventional varieties to bacterial leaf bhght and other insect dis- 
eases during the high humidity of the monsoon season. Finally, all the 
imported varieties had coarser, less desirable grain quahty than local 
varieties, and commanded lower market prices. 

The prospect, as it emerged in 1966, was for a major effort in adaptive 
research before the imported paddy varieties could be extensively intro- 
duced. The All-India Coordinated Project in Rice Research was, how- 
ever, only in the initial stages of organization. It was ultimately expected 
to cover aU the rice-growing areas of the country and to conduct large- 
scale programs of hybridization with the purpose of evolving shorter- 
duration varieties suitable to basic monsoon patterns, and having the 
high yield potential of imported strains as well as the bhght resistance of 
Indian plants. Except for a breakthrough by local researchers in Tanjore 
(Madras), where a short-duration, fme-grained Japonica indica hybrid 
was developed that was also resistant to lodging in heavy rain and suita- 

customarily planted their seedlings sometime in June with the arrival of the southwest 
monsoon, transplanted in mid-July, and then harvested in December, after retreat of the 
northeast monsoon that brings particularly heavy rains during September and October. 
Local varieties, long duration and photoperiod sensitive, were specially adapted to these 
monsoon patterns. They flowered only when day length reached a critical number of min- 
utes, and came to maturity after an interval sufficient to allow for retreat of the monsoon 
and harvesting under clear skies. By contrast, the high-yielding varieties of paddy were 
short duration and nonphotoperiod sensitive. When planted in mid-June, they came to 
flower and reached maturity within a fixed period of about 107 to 115 days, by mid- 
October, or during the worse period of the northeast monsoon. These problems are re- 
ported in India, Ministry of Food and Agriculture, “High-Yielding Varieties Program for 
1966-67,” mimeographed, pp. 1-2. The first press reports of disappointing performance of 
the new grain varieties were published in the summer of 1966. See The Statestnan, Septem- 
ber 1, 1966. Subsequently, technical difficulties inhibiting rapid introduction of the high- 
yielding paddy as well as hybrid bajra, jowar, and maize were more thoroughly detailed in 
“A Note on High-Yielding Varieties Program” prepared by the Ministry of Food and Ag- 
riculture, November 2, 1968, mimeographed. 
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ble for immediate introduction,®'* it was expected to be three to four 
years before the results of this research could be taken to farmers’ fields. 

The constraints on achieving a breakthrough in productivity went be- 
yond technical problems to more intractable structural limitations of the 
land-distribution and land-tenure pattern. Experience showed that ex- 
cept in areas where landholdings were consolidated and were two or 
three times the size of the national average — conditions that existed in the 
“green revolution” wheat areas®® — “large” landowners, like small and 
marginal farmers, found it uneconomic to invest in modern agricultural 
techniques. Their holdings, separated into two, three, and four-acre par- 
cels and scattered within and between villages, were usually less than the 
optimum area required for the efficient cultivation of the high-yielding 
varieties. This was a pervasive problem in the irrigated paddy areas 
where the installation of minor irrigation works became necessary to 
supplement inadequate and/or uncertain supplies of water from surface 
irrigation projects,®® but the command area of the smallest percolation 

The new hybrid variety, ADT 27, was introduced in 1965 and soon earned such ex- 
travagant names as the “seed of destiny” and “heavenly gift.” Although not as high yield- 
ing as the exotic varieties, it gave reliable yield increases over the local variety of about 45 
percent; required minimum changes in cultivation practices; was relatively disease resistant; 
produced fine grain; and most important of all, was more resistant to lodging than the local 
variety in heavy rains, 

“ Punjab and Haryana, the heartland of the green revolution wheat area, are the only 
two states in which consolidation operations were carried out over the entire sown area. In 
the majority of states, land consolidation was still in the early stages of implementation. 
Planning Commission, Report of the Task Force on Agrarian Relations, p. 97. There were also 
fewer small-size operational holdings in these states than in India as a whole. According to 
data collected in 1960, the average size of operational holding in India (that is, all lands that 
are part of the same economic unit, including leased-in land) was 6.6 acres; almost three- 
quarters of all holdings were less than this size. By contrast, data for the undivided Punjab 
(the state was bifurcated into Punjab and Haryana in 1966) showed that 42 percent of all 
holdings were 10 acres or more. In Ludhiana, the showcase district of the green revolution 
in the Punjab, fully 80 percent of cultivating households operated holdings of 10 acres or 
above. “Data Collected in the 16th Round of NSS on Operational Holdings,” mimeo- 
graphed, p. 1; Francine R. Frankel, India’s Green Revolution, p. 17. 

The existing canal irrigation systems are inadequate for the efficient cultivation of the 
high-yielding varieties on several counts. They were initially designed with traditional cul- 
tivation techniques in mind to spread water as widely and thinly as possible, and provide 
protection in time of drought, rather than to supply the higher water levels per acre neces- 
sary for the introduction of scientific agriculture. In addition, the canals have no cross reg- 
ulators to allow for controlled rotation of watering. They also lack channel systems that 
reach directly into the farmer’s field. The result is that cultivators cannot be certain of re- 
ceiving supplies at the exact time and in the amounts required. None of the irrigation sys- 
tems, moreover, has master drainages. Finally, irrigation water is usually sufficient for only 
one wet-rice crop during the main growing season. But the growth cycle of the high- 
yielding varieties is basically unsuited to the monsoon patterns of much of the rice-growing 
area. The new varieties are best cultivated as a second crop during the sunny, dry season. In 
practice, therefore, the efficient adoption of modern techniques requires the installation of 
minor irrigation works to tap underground water as an assured source of supply all year 
round. See B. Sivaraman, “Scientific Agriculture is Neutral to Scale — ^The Fallacy and the 
Remedy,” Dr. Rajendra Prasad Memorial Lecture, December 27, 1972, Indian Society of 
Agricultural Statistics, 26th Annual Conference, Kalyani. 
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wells or tubeweUs was a minimum of five to ten acres. It was, moreover, 
financially impossible for even large landowners to duplicate such facili- 
ties, costing S400-S1,000, on several scattered holdings. But without as- 
sured water, cultivators would not make the increased outlays for mod- 
ern inputs, especially the higher dosages of fertilizer required by the 
high-yielding varieties, when the investment was likely to be lost if rains 
were inadequate. 

Some landowners, of course, had little interest in land development or 
[ maximizing output from their holdings. Under existing tenurial ar- 
? rangements they were able to lease out their scattered plots to sharecrop- 
I pers willing to pay sixty or seventy percent of the gross product as rent. 

■; Meanwhile, they viewed their land in irrigated areas as an investment 
that was bound to appreciate steadily in value. 

Unlike the situation in the wheat belt, conditions in the paddy- 
growing areas required significant changes in the agrarian pattern for the 
full realization of the production potential of the high-yielding varieties. 
Two logical alternatives existed: consohdation of ownership holdings, 
including expropriation of sharecroppers to provide large farmers with 
economies of scale capable of supporting profitable investments in land 
and water development, including the full complement of modern 
technology; or a redistribution of landownership to ensure minimum 
levels of viability to larger numbers of small holdings, combined with 
some form of cooperative organization to provide opportunities for land 
improvement and water utilization schemes that cut across the bound- 
aries of individual fragments and farms. 

The first option, by 1969, seemed to hold serious pohtical dangers of 
increasing rural discontent (see Chapter Nine). It also had broader eco- 
nomic limitations. A process of agrarian modernization that left behind 
some seventy to eighty percent of the peasantry as income differentials 
widened was bound to aggravate the problem of dualism within the ag- 
ricultural economy and to have very narrow spread effects in stimulating 
the growth process in other sectors. There were, in fact, signs that under 
such conditions new government policies for increasing incentives to 
private industrial investment could be only partially effective. Although 
in 1968 and 1969 agricultural production reached record levels, there was 
an incomplete recovery in industrial production and a pronounced in- 
crease in unused capacity, especially in capital goods industries.®’^ Mean- 
while, despite further tax incentives to the private sector, there was a 
slowdown in investment except in industries directly catering to modem 
agriculture. The retrenchment was only partly explained as a symbiotic 
response to the reduction in public spending. Available data suggested 

The inde.x of industrial production increased by 0.3 percent in 1967-68 and 6.2 percent 
in 1968-69. Fourth Five Year Plan, 1969-74, pp. 7, 8. 
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declining rates of return on industrial investment since 1963, with the 
rate of increase in industrial costs exceeding the rate of increase in indus- 
trial prices. The inability of industry to pass on rising costs to consumers 
was due in some cases to the persistence of price controls, but another 
important factor was sluggish demand.®® 

Under such circumstances, investors were able to find more attractive 
alternatives. By the late 1960s, the accumulation of “black money’’ — 
from tax evasion on unrecorded production, black-market transactions 
in scarce commodities, illegal payments for licenses and permits, bribes 
to avoid the application of controls, trade in smuggled imports, and il- 
legal exports of foreign exchange and other goods — had become so ex- 
tensive that it constituted a “parallel” economy to the official monetary 
system. The effects of “black money” on government economic policies 
were nothing short of “disastrous.” Not only did the availability of 
alternative funds from “underground” banks frustrate government at- 
tempts to impose selective credit controls on nonpriority economic ac- 
tivities, but it reduced the resources forthcoming from the private sector 
for development. Such money was instead diverted to unproductive but 
highly profitable activities. These ran the gamut from speculation in real 
estate to hoarding and black marketing of scarce commodities, to 
smuggling and purchase of gold, gems, and other luxury import articles. 
In 1968/69 — a year when total new private investment in industry was 
well under Rs. 500 crores — the money value of transactions involving 
black income was estimated to have reached Rs. 7,000 crores.®® 

Apart from these deep structural problems, plan policies emphasizing 
the new agricultural strategy also faced immediate limitations in the 
shortages of key inputs either from domestic production or imports. The 
high-yielding varieties program, insofar as it depended on higher availa- 
bilities of chemical fertlizer than could be produced by indigenous fac- 
tories, was dependent on increasingly precarious assumptions about the 
ability to attract foreign private investment and/or import the necessary 
quantities with foreign exchange provided through aid. The Indian fer- 
tilizer industry was expected to have an installed capacity of about 1.7 to 
2 million tons by 1970/71,'^° compared to requirements estimated at 2.4 
million tons in 1970/71 and 4 million tons by 1975. Yet by 1969, the ear- 

A useful analysis is presented in Samuel Paul, “Income Shifts and Recession,” Eco- 
nomic and Political Weekly, April 3, 1968. 

The most detailed description of the size and dimensions of the parallel “black money” 
economy is provided in Ministry of Finance, Direct Taxes Enquiry Committee, Final Re- 
port, pp. 5-12. 

India’s capacity for production of nitrogen in 1966 was about 450,000 tons. New proj- 
ects with a capacity of some 900,000 tons were under construction, and additional plants 
with a capacity of495,000 tons had been “approved in principle” but not started. Five to six 
years were ordinarily required to get fertilizer plants into operation. Fertilizer Association 
of India, Fertilizer Statistics, 1965-66 (New Delhi, 1967), pp. 6, 8-9. 
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Her optimism about attracting large-scale foreign private investment had 
largely disappeared as the government found the terms and conditions 
put forward by prospective collaborators more and more pohticaUy diffi- 
cult to accommodate. Although the deadline on pricing and marketing 
concessions was extended from the end of March to December 1967 in 
order to allow additional time for processing applications from eight 
American, British, and West German firms, the negotiations faltered 
once the government proved unwilling to accept the proposals of inter- 
national oil companies for operating fertiHzer factories with ammonia 
imported from their subsidiaries in the Middle East. The memory of 
public outcry over devaluation was stiU fresh. The Cabinet, advised by 
its own experts that factories could be successfully operated using the 
byproducts of indigenous refineries while saving foreign exchange, hesi- 
tated to approve the import of ammonia that could be similarly inter- 
preted as yielding to foreign pressure by international oil companies and 
the World Bank. The government found such pohtical considerations 
sufficiently persuasive, moreover, that it did not change its pohcy even 
after the experts revised their previous projections to show that India 
would begin to suffer shortages of naptha, the indigenous feedstock for 
fertilizer production, by 1975.’^ 

At the same time, the prospect that adequate fertiHzer suppHes could 
be imported with the help of American aid grew dim. By November 
1967, the Johnson administration, facing Congressional cuts on its 
foreign aid bill, had to inform the Consortium it could not keep its April 
pledge to provide S380 miUion of the S900 milhon already promised for 
1966/67. Thereafter, actual new commitments by the United States for 
nonproject aid to India showed a steady decHne from about S300 million 
in 1966/67 to S250 miUion in 1967/68 and S200 miUion in 1968/69. Reflect- 
ing America’s reduced role, total new commitment for nonprojea aid 
(exclusive of food) fell from S888 milhon in 1966/67 to S534 million in 
1967/68 and S594 miUion in 1968/69 (including debt rehef during this pe- 
riod ofS34 miUion, S90 miUion, and SlOO miUion, respectively).'^^ 

India’s earnings from exports failed to take up the slack. On the con- 
trary, the immediate impact of devaluation proved unfavorable. Al- 
though mineral and manufacturing exports did increase, stagnant or de- 
clining sales of traditional items produced an overall dechne of real 
foreign exchange earnings of about 8 percent in 1966/67."^^ This situation 
was somewhat improved by the imposition of countervaihng duties on 

The Statesman, December 27, 1967. 

During the same period, project aid declined from S722 million in 1966/67 to S107 mil- 
lion in 1967/68 and S164 million in 1968/69. New commitments in both projects and non- 
project aid, therefore, dropped from a total of SI. 6 bilhon in 1966/67 to S641 miUion in 
1967/68 and S758 million in 1968/69. India, Ministry of Finance, unpublished data. 

India, Economic Survey, 1966-67 (Delhi, 1967), p. 42. 
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traditional exports of staples such as jute manufaaures and tea, in order 
to protect the prices of commodities with relatively inelastic world de- 
mand; and by the introduction of large cash subsidies on commodity ex- 
ports for which world demand conditions were favorable, but in which 
India had. not acquired a strong competitive position. Even so, export 
earnings for 1968/69 were only about 4 percent higher than the previous 
peak in 1 964/65. 

The result was that the overall level of imports could not be increased 
to meet the additional requirements of the agricultural sector. In fact, the 
value of total imports actually declined between 1965/66 and 1968/69, 
amounting to Rs. 2,218 crores in the first year of this period and Rs. 
1,862 crores in the last.’’® Expansion of agricultural imports had to be 
met from shrinking foreign exchange resources. Between 1965/66 and 
1968/69, imports for the modem agricultural sector, including fertilizers, 
fertilizer raw materials, pesticides, and machinery, increased as a propor- 
tion of the total import bill from less than three percent to more than ten 
percent.'^® Yet the absolute level of expenditure was about one-half the 
amount earlier demanded by the food and agriculture ministry for effec- 
tive implementation of the new strategy. 

Despite all these signs that liberal economic policies would soon run 
into structural and foreign exchange constraints, no reassessment of the 
entrepreneurial approach was attempted on the eve of the Fourth Plan. 
On the contrary, the development process became more dependent than 
ever on private initiatives, as the government’s ability to raise resources 
for Plan outlays progressively diminished. This erosion in the resources 
position emerges from a comparison of original estimates and revised 
estimates of finances for the Annual Plans, 1966 to 1969, presented in 
Table 8-3. 

During the period 1966-1969, the lion’s share of current revenue bal- 
ances initially earmarked for Plan outlays had to be diverted to meet 
non-Plan expenditures. During the first year, 1966/67, extraordinary 
financial and physical shortfalls caused by the impact of two bad-weather 

Fourth Five Year Plan, 1969-74, Draft, p. 93. 

” Imports in postdevaluation rupees totalled Rs. 2,218 crores in 1965/66, and thereafter 
declined to Rs. 2,078 crores in 1966/67; Rs. 2,008 crores in 1967/68; and Rs. 1 ,862 crores in 
1968/69. Fourth Five Year Plan, 1969-74, p. 103. 

Data provided by the foreign exchange section. Planning Commission, unpublished. 

The estimated foreign exchange costs of implementing the new agricultural strategy 
over the five years 1966-1971 was Rs. 1,114 crores, as calculated by the Ministry of Food 
and Agriculture in August 1965. Agricultural Production in the Fourth Five Year Plan: Strategy 
and Programme, p. 24. After adjusting for devaluation, the cost rose to Rs. 1 ,754 crores. The 
value of imports for the modern agricultural sector in the three years 1966/67, 1967/68 and 
1968/69 was Rs. 133 crores, Rs. 191 crores, and Rs. 201 crores, respectively. Data provided 
by the foreign exchange section. Planning Commission, unpublished. 



TABLE 8-3 


Financing of the Annual Plans: 1966-1969 

{Rs. crores) 


Item 

Original estimates 

Center States Total 

Latest estimates 
Center States 

Total 

Domestic budgetary 
resources 

2,737 

1,158 

3,895 

2,397 

1,251 

3,648 

Balance from current 
revenues at 1965/66 
rates of taxation 

621 

245 

866 

184 

119 

303 

Surplus of public 
enterprises at 1965/66 
fares, rates, and tariffs 

381 

206 

587 

215 

194 

409 

Additional taxation, 
including measures to 
increase the surpluses 
of public enterprises 

635 

425 

1,060 

611 

299* 

910 

Loans from public 
(net) 

244 

327 

571 

384 

335 

710 

Small savings 

115 

276 

391 

125 

230 

355 

Annuity deposits, 
compulsory deposits, 
bonds 

41 


41 

65 


65 

State provident funds 

157 

96 

253 

176 

125 

301 

Miscellaneous capital 
receipts (net) 

543 

(-)417 

126 

637 

(-)51** 

586 

Budgetary receipts 
corresponding to external 
assistance (net) 

2,435 


2,435 

2,426 


2,426 

Other than 

P.L. 480 

1 ,650 

_ 

1,650 

1,507 



1 ,507 

P.L. 480 

785 

— 

785 

919 

— 

919 

Dejicit financing 

313 

22 

335 

644 

38 

682 

Aggregate resources 

5,485 

1,180 

6,665 

5,467 

1,289 

6,756 

Central assistance for 
state Plans 

{-)1,714 

1,714 


{-)1,763 

1,763 

— 

Resources for the Plan 

3,771 

2,894 

6,665 

3,704 

3,052 

6,756 


Source; Fourth Fiue Year Plan, 1969-74, p. 74. 

* Inclusive of share in additional taxation by the Center of Rs. 148 crores. 

** After allowing for ad hoc loans from the Center to the states of Rs. 226 crores. 
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years and the dislocations of devaluation partly accounted for the nega- 
tive balance that emerged. Recessionary trends in industry reduced re- 
ceipts from the collection of taxes; rising prices imposed higher non-Plan 
expenditures on the central and state governments for increases in dear- 
ness allowances to government employees. In addition, the central gov- 
ernment decided to absorb the immediate impact of devaluation on the 
cost of imported foodgrains and fertilizers by providing large subsidies 
on the prices of these commodities. But persistent shortfalls in balances 
from current revenues during 1967/68 and 1968/69 reflected sharp in- 
creases in non-Plan expenditures representing more permanent com- 
mitments, including provisions for budgetary maintenance of already 
completed Plan schemes; the rising proportion of debt service charges as 
a percentage of total government expenditure; and increasing administra- 
tive costs of government as a result of inflation. Among other problems, 
moreover, public-sector enterprises failed to yield the internal surpluses 
projected, while the railways, suffering from prolonged neglect, began 
to operate at a deficit. 

The most alarming aspect of the situation was the growing difficulty of 
mobilizing additional resources from new measures of taxation. The 
Center’s earlier ability to compensate for budgetary shortfalls under 
other revenue items by extracting higher resources than originally esti- 
mated from measures of additional taxation sharply declined. Compared 
to its performance during the Third Plan, when the Center exceeded its 
own target by two times — managing to raise more than Rs. 450 crores a 
year from additional taxes alone — revenues under this head in 1966-1969 
sank to an average of Rs. 200 crores per annum. During 1968/69, the last 
year of this period, the extent of income tax evaded was estimated to 
have reached Rs. 470 crores.'^® 

At the same time, the states, far from acting to pick up the burden 
by improving upon their own poor performance in the past, actually 
moved to reduce taxes in a bid to cement the popular support that 
brought opposition parties to power for the first time. Starting in 1967, 
state governments variously abolished or reduced land revenue taxes and 
betterment levies, and delayed the collection oftaccavi loans. As a result 
of these concessions, the net additional resource mobilization by the 
states in 1966-1969 was less than one-half the amount they undertook to 
raise. Their performance in mobilizing no more than Rs. 151 crores from 
this source over three years represented a decline of well over 50 percent 
compared to levels achieved during the Third Plan. Overall, taxation as a 
percentage of national income declined from 14 percent in 1965/66 to less 
than 13 percent in 1968/69.'^^ Altogether, almost 58 percent of Plan out- 

Direct Taxes Enquiry Committee, Fi/ia/ Report, p. 8. 

’’^Fourth Five Year Plan, 1969-74, p. 47. 
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lay at the states had to be financed by central assistance, and even then, it 
became necessary for the Center to extend ad hoc loans to the states to 
cover large budgetary deficits on non-Plan expenditure. 

The deteriorating resources position was reflected in other basic eco- 
nomic indicators. The rate of savings, which achieved a peak of about 11 
percent in 1965/66, compared to more than 8 percent in 1961/62 hovered 
between 8 and 9 percent during 1966-1969.®“ Investment rates, which 
reached almost 14 percent in 1965/66 were maintained with difficulty at 
between 10 and 12 percent®^ by increasing rehance on foreign aid and def- 
icit financing. Overall, the share of domestic budgetary resources in total 
resource mobilization for the three Annual Plans dechned to 54 percent 
from 59 percent during the Third Plan. Net external assistance, which 
fell short of the original estimate by over Rs. 300 crores, nevertheless ac- 
counted for 36 percent of public outlay during the three Annual Plans, 
compared to 28 percent in the Third Plan. Deficit financing was some- 
what reduced over Third Plan levels of 13 percent, but remained high at 
10 percent of Plan outlay. Both these sources of extrabudgetary finance, 
however, were being exhausted. The major.aid-giving countries, experi- 
encing chronic balance-of-payments strains, appeared unwilling to con- 
tinue to extend aid at existing levels during the Fourth Plan. At the same 
time, the worsening inflation made it more and more dangerous to con- 
tinue deficit financing. 

As the pool of public finances contracted, the Planning Commission 
carried out a formal revision of the economic approach that for the first 
time explicitly endorsed a growth strategy built on incentives to private 
investment, even at the cost of concentration of economic power. They 
conceded, in yet another draft of the Fourth Plan, that government did 
not have sufficient command over the resources of the country to carr)' 
out programs for accelerating growth while mitigating inequalities and 
regional imbalances. Rather, in the present phase of development, the 
planners argued, inequalities had to be expected as the natural outcome 
of policies designed to increase production. They asserted; 

The concern for achieving the desired increase in production in the 
short run, often necessitates the concentration of effort in areas and 
on classes of people who already have the capabiHty to respond to 
growth opportunities. This consideration shaped the strategy of in- 
tensive development of irrigated agriculture. Output increases more 
rapidly in areas which have the basic infrastructure. The operation 
of programmes of assistance related to size of production tend to 

The rate of saving (and investment) is expressed as the ratio of net saving (net invest- 
ment) to net national product at market prices. See Planning Commission, The Fourth Plan 
Mid-Term Appraisal, i, 36; also India, Economic Survey, 1973-74, p. 2. 

81 Ibid. 
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benefit the larger producers in the private sector. A small number of 
business houses with experience and resources have been able to take 
greater advantage of the expansion of opportunities for profitable 
investment.®^ 

According to this new economic realism, it was necessary to postpone 
goals of increasing mass consumption until some future time when the 
surpluses generated through investment could be more equitably distrib- 
uted. The planners urged, “it is important to lay far greater stress on 
positive steps for ameliorating the conditions of the poorer people 
through planned economic development. In a rich country greater equal- 
ity could be achieved in part by transfer of income through fiscal, pricing 
and other policies. No significant results can be achieved by such meas- 
ures in a poor country, where whatever surpluses can be mobilized from 
the higher income of richer classes are needed for investment in the econ- 
omy to lay the basis for larger consumption in the future.”®® 

There was no prospect of meeting the promise given by the Congress 
party to provide by 1976 the basic needs of each individual in respect of 
food, clothing, housing, education, and health. On the contrary, accord- 
ing to the Planning Commission’s calculations, the average per capita 
private consumption at 1967/68 prices would reach Rs. 690 by 1980/81, 
or about Rs. 57 per month. Allowing for the persistence of inequalities in 
consumption levels, the planners estimated that the second poorest decile 
would have a per capita consumption level of Rs. 320 per annum, or 
about Rs. 27 per month. “This would be equivalent to the consumption 
level of Rs. 15 per month in terms of 1960/61 prices which is appreciably 
below the Rs. 20 per capita per month which was deemed a minimum 
desirable consumption standard.”®'* 

Within these parameters the goals set down for the Fourth Plan were 
intended to avoid the mistakes of earlier years, when overly ambitious 
public outlays had led to increasing reliance on inflationary deficit financ- 
ing and uncertain foreign aid, without accomplishing sufficient increases 
in economic output. The priorities of the Fourth Plan included efforts to 
increase agricultural production and stabilize foodgrains prices and prices 
in general; liberate Indian planning from dependence on foreign aid by 
eliminating PL 480 imports after 1971, and reducing foreign aid net of 
debt charges and interest payments to about one-half the Third Plan level 
by the end of the Fourth Plan; improve the balance of payments by in- 
creasing exports at the rate of 7 percent per year; and limit resort to in- 
flationary financing by linking Plan outlay more closely to domestic 
budgetary resources. 

The Fourth Fiuc Year Plan, 1969-74, Draft, p. 9. 

®N()W.,p. 14. JfeW.,p. 33. 
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The determination to limit inflationary financing and reliance on 
foreign aid was reflected in a total investment outlay described by the 
planners as modest. Compared to the 1966 version of the Fourth Plan 
Draft Outline, which provided public outlay of Rs. 16,000 crores, the 
March 1969 version reduced Plan outlay to Rs. 14,398 crores — against a 
rise in the wholesale price index between 1966 and 1969 of approximately 
30 percent. The lower outlay was expected to generate an average annual 
increase in national income of 5.5 percent (the same rate as projected in 
the larger Plan), on assumptions of “relatively favorable capital to output 
relationship during the Fourth Plan.” According to the planners, this was 
feasible as the result of considerable idle capacity in manufacturing indus- 
tries; sizeable investments on projects initiated in previous years and ex- 
pected to reach completion in the near future; and the “possibility of se- 
curing relatively large increases in agricultural output based mainly on 
high-yielding seeds and the expansion of fertilizer use.”®® 

The guiding principle of growth with stability prompted maximum 
reliance on initiatives by the private sector. As shown in Table 8-4 be- 
low, the largest cuts in Plan outlay, with the exception of social services, 
were directed at industry and minerals. Altogether, public outlay under 
this head was trimmed by Rs. 846 crores, reducing its share of the total 
from 24.6 percent in the 1966 Draft Outline to 21.5 percent in the 1969 
version. Actual outlay of about Rs. 2,800 crores was not more than 60 
percent above Third Plan levels in unadjusted prices. The major share of 
this investment had to be reserved for completion of projects “already 
under implementation and projects for which investment decisions have 
been taken.”®® New projects were envisaged only in high-priority fields 
such as fertilizers, pesticides, petrochemicals, nonferrous metals, nuclear 
power, and development of mineral ores. Only a few small projects 
could be taken up in the engineering industries. Overall, the cuts in 
financial outlay depressed targets for industrial growth from 1 1 percent 
as proposed in the Third Plan to 9 percent during the Fourth Plan. 

The role of the private sector, by contrast, was expanded. The target 
for new investment of Rs. 2,400 crores in industries and minerals®"^ was 
more than double the Third Plan level. As a result, the ratio of public to 
private investment in organized industries dropped to the lowest value 
since the First Plan, 53.8 : 46.2. 

Projections of a larger role for the private sector were combined with a 
wider array of incentives to investment, including stepped-up availabil- 
ity of institutional credit from new financial agencies created since 1964. 
In addition, by 1969 a total of forty-one industries had been exempted 
from licensing provisions; existing firms were permitted to diversify or 

Ibid., p. 41. 

Ibid., p. 244. ^Ubid. 
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TABLE 8-4 

Public Sector Outlay by Heads of Development as Estimated in the 
Fourth Plan Drafts of August 1966 and March 1969 


(Rs. crores) 


Head of development 

1966 

Total outlay 

% of total 

1969 

Total outlay 

% of total 

Agricultural programs, 
including community 
development and cooperation 

2,410 

15.0 

2,217 

15.4 

Irrigation and 
flood control 

964 

6.0 

964 

6.7 

Power 

2,030 

12.7 

2,085 

14.4 

Industry and 
minerals 

3,936 

24.6 

3.090* 

21.5 

Small industries 

370 

2.3 

295 

2.1 

Transport and 
communications 

3,010 

19.4 

3.173 

22.0 

Social services 

3,115 

19.5 

2,091 

14.5 

Family planning 

95 

.06 

300 

2.0 

Other programs 

70 

.04 

183 

1.2 

Grand total 

16,000 


14,398 



Sources: Fourth Five Year Plan, A Draft Outline, August 1966, p. 41; Fourth Fife Year 
Plan, 1969-74, Draft, March 1969, p. 48. 

* Includes Rs. 250 crores for transfer to private and cooperative sectors through financial 
institutions and Rs. 40 crores for supporting plantation programs and for state Industrial 
Development Corporations. 

expand production up to twenty-five percent of capacity without being 
required to secure a new license; and price controls, with the exception of 
some articles of basic consumption such as vegetable oil, drugs, and 
kerosene, were generally lifted. 

Even so, the Planning Commission proposed a comprehensive review 
of licensing policy in order to allow “the market much fuller play” in 
accomplishing the efficient allocation of investment. Arguing that previ- 
ous practice of setting specific targets for a wide range of industries had 
led to creation of excess capacity in certain sectors and inadequate capac- 
ity in others, the planners recommended that except for basic or strategic 
industries, or industries requiring more than ten percent of their capital 
equipment from purchases involving foreign exchange, entrepreneurs 
should be exempted from the need to secure industrial licenses. While 
recognizing that freedom from industrial licensing could have some “ad- 
verse consequences,” including diversion of productive resources to in- 
essential consumer goods and greater concentration of economic power. 
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the planners attached greater importance to achieving an improved equi- 
librium between supply and demand. They recommended only that 
definite production targets be set for a hmited number of high-priority 
industries, and that private investments should be canahzed in desired di- 
rections by appropriate fiscal pohcies.®® 

The agricultural plan similarly gave full scope to market forces in pro- 
viding conditions for a sustained increase in foodgrains production of 
about five percent per annum over a ten-year period. The core of the ag- 
ricultural strategy continued to be the high-yielding varieties program. 
During the Fourth Plan, it was to be extended over 53 million acres, 
nineteen percent of the total area under food crops, and virtually the en- 
tire irrigated area. Of the total increase in food output envisaged between 
1969 and 1974 (from 98 miUion tons to 129 milHon tons), the high- 
yielding varieties were expected to contribute nearly two-thirds of the 
additional production.®® 

Plan outlay in agriculture of Rs. 2,217 crores, a cut in expenditure over 
1966 estimates, appeared modest. Nevertheless, a substantial step-up in 
agricultural investment was envisaged from loans to individuals by 
financial institutions in the agricultural sector. In fact, Rs. 435 crores of 
Plan outlay was earmarked for the support of land development banks, 
agro-industries corporations, the Rural Electrification Corporation, and 
other agencies. Altogether, the investment in agriculture to be financed 
by these institutions was estimated at Rs. 1,450 crores between 1969 and 
1974, amounting to forty-five percent of total expenditure (exclusive of 
investment from private savings) on agriculture.®® 

The agricultural corporations, established since 1965, were expected to 
operate in ways that would encourage private investment. The Rural 
Electrification Corporation, set up in the pubhc sector to provide loans 
to state electricity boards, was directed to focus its schemes on the 
“pumpset to be energized rather than the village which is to be elec- 
trified.”®^ Altogether, an additional 740,000 irrigation works were ex- 
pected to be aaivated during the Fourth Plan.®^ Similarly, the agro- 
industries corporations established in the states as joint ventures of the 
central and state governments were to act as central stockists for agricul- 
tural machinery for sale and on hire-purchase agreements. 

Other incentives were offered to avoid bottlenecks in the supply of 
modern inputs. Tractor and power tiller industries were dehcensed to 
provide manufacturers with attractive opportunities for increasing pro- 
duaion. At the same rime, the government sought to spur private in- 

88 Ibid., pp. 238-40. w Ibid., p. 125. 

88 Ibid., p. 52; an additional Rs. 800 crores of investment in agriculture was expected to 
come from household savings and commercial banks. Ibid., p. 118. 

8» Ibid., p. 135. 82 Ibid., p. 205. 
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vestment in the manufacture of fertilizers, pesticides, and seeds by re- 
moving price subsidies on these inputs except in remote backward areas. 
Starting in January 1969, indigenous manufacturers were also given the 
freedom to market fertilizers in areas of their choice, subject to the right 
of government to acquire up to thirty percent of their production at 
negotiated prices. 

Actually, the planners were not unconcerned about the need to enable 
small farmers to participate in the new technology. They attempted, 
however, to find solutions within the existing agrarian pattern that could 
satisfy the norms of profitability and enhance the entrepreneurial ap- 
proach by helping larger numbers of cultivators to move from subsist- 
ence farming to commercial cultivation. Approximately Rs. 235 crores 
under minor irrigation was allocated for expenditure by state govern- 
ments on community tanks, tubewells, and river pumping projects con- 
sidered to offer special benefits to small farmers unable to afford private 
schemes.®^ In addition, the planners provided for a pilot experiment in 
twenty districts to establish Small Farmer Development Agencies 
(SFDA) aimed at indentifying those farmers whose business, including 
subsidiary activities, was potentially viable, and to assist them in obtain- 
ing credit, supplies, and services from the existing cooperative structure 
necessary for investment on minor irrigation and improved practices.®"* 
Consistent with its market approach, the new agencies specifically 
excluded from their area of responsibility the needs of “sub-marginal” 
farmers and agricultural laborers as requiring assistance that extended far 
beyond credit, and greatly exceeded available resources. 

The impression of tough-minded pragmatism that the planners sought 
to convey in tailoring development programs to fit existing economic 
and political realities was less easy to sustain in overcoming the obstacles 
to providing finances for even a modest Plan. The attempt to come to 
terms with contracting sources of funds from deficit spending and 
foreign aid was only partly successful. As shown in Table 8-5, the Fourth 
Plan outlay of Rs. 14,398 crores allowed Rs. 850 crores of deficit financ- 
ing, compared to Rs. 1,133 crores during the Third Plan, reducing 
finances from this source to less than six percent of total outlay. Simi- 
larly, the planners set out to eliminate PL 480 imports within two years, 
taking credit for Rs. 380 crores of external assistance under this item, 
compared to Rs. 1,084 crores received during the Third Plan. Aggregate 
project and nonproject assistance, estimated at Rs. 2,134 crores, com- 
pared to Rs. 1,339 crores (in pre-devaluation rupees) during the Third 

Ibid., p. 190. 

Ibid., p. 116. The prototype for the creation of Small Farmer Development Agencies 
was initiated in Reserve Bank of India, Report of the All-India Rural Credit Review Conuniltee, 
ch. 18. 
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TABLE 8-5 

Financing of the Third Plan and Estimates 
of Resources for the Fourth Plan 


(Rs. crores) 


Item 

Third Platt (actt 
Center States 

lal) 

Total 

Fourth Plan (estimates) 
Center States Total 

1. Domestic budgetary 
resources 

1,223 

906 

2.129 

6,868 

1,457 

8,325 

2. Budgetary receipts 
corresponding to 
e.xtemal assistance 

2,423 


2,423 

2,514 


2,514 

Other than 

P.L. 480 

(1,339) 


(1,339) 

(2,134) 


(2,134) 

P.L. 480 

(1,084) 


(1.084) 

(380) 


(380) 

3. Total budgetary 
sources (1+2) 

3,646 

906 

4,552 

9,382 

1,457 

10,839 

4. Deficit financing 

1,004 

129 

1,133 

850 


850 

5- Additional resource 
mobilization 

2,277 

615 

2,892 

1,600 

1,109 

2,709 

6. Aggregate resources 
(3+4+5) 

6,927 

1,650 

8,577 

11,832 

2,566 

14,398 

7. Assistance for 
state Plans 

(-)2,515 

2,515 


(-)3,500 

3,500 


8. Net resources 

Plan outlay (6+7) 

4,412 

4,165 

8,577 

8,332 

6,066 

14,398 


Source; Fourth Five Year Plan 1969-74, Draft, pp, 78, 82-83. 


Plan, was justified as representing disproportionately high aid re- 
quirements during the first two years of the Fourth Plan, after which an 
increasing proportion of the foreign exchange bill could be met from ex- 
port earnings, allowing India to reach the target of a fifty percent reduc- 
tion in net aid inflows in the last year of the Fourth Plan. This magnitude 
of aid was consistent with the planners’ goal of reducing foreign assist- 
ance as a proportion of development expenditure from about twenty- 
eight percent during the Third Plan to seventeen percent during the 
Fourth Plan. The lion’s share of resources, according to these esrimates, 
was accounted for by domestic budgetary resources, both from current 
revenues and measures for additional resource mobilization. 

The difficulty was that the financial estimates were based on a number 
of questionable assumptions. The calculations of foreign aid, while hold- 
ing estimates of gross external assistance below SI biUion per annum, 
somewhat under the levels achieved during the Third Plan, still repre- 
sented a significant increase in assistance from Consortium countries dur- 
ing the first years of the Fourth Plan, against the decline in new commit- 
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ments during the previous three years. This time, moreover, any 
shortfall in foreign aid was bound to have broader repercussions than 
those of slowing down new schemes. The major assumption of the pro- 
duction programs in the Fourth Plan, that adequate levels of growth 
could be achieved by exploiting favorable capital output ratios in major 
sectors of the economy, depended on ensuring sufficient imports of raw 
materials and components to make maximum gains from underutilized 
and newly completed capacity in industry, and higher production coeffi- 
cients in agriculture created by the introduction of highly fertilizer- 
responsive varieties of seeds. The vulnerability of the approach to any 
contraction of Consortium aid, moreover, was increased by prob- 
lematical estimates of foreign-exchange earnings from exports, which as- 
sumed a rate of growth of? percent per annum, an advance never previ- 
ously achieved. 

An even more glaring deficiency was evident in estimates of available 
budgetary resources. At the outset, the planners appeared to accept an 
artificially low rate of likely increase in non-Plan expenditures by making 
no provisions for food imports beyond 1971, for food subsidies, or for 
further increases in dearness allowances of central and state government 
employees. If estimates of balances from current revenues were suspect, 
the projection of finances from additional resource mobilization proved 
totally unwarranted. The reduction in foreign aid, especially the elimina- 
tion after 1971 of budgetary receipts from sales of PL 480 foodgrains, 
made it more urgent than ever to mobilize additional internal resources 
to finance development outlay. The planners therefore provided for addi- 
tional resource mobilization of Rs. 2,709 crores, somewhat below levels 
achieved during the Third Plan — but at much higher rates than realized 
during the previous three years. In addition, the decline of the Center’s 
ability to raise new resources meant that a much larger proportion of the 
revenues to be mobilized from tax measures had to be levied by the 
states. The Center’s target for new taxation was Rs. 1,600 crores, com- 
pared to its achievement during the Third Plan of Rs. 2,277 crores. The 
states, by contrast, were charged with raising an additional Rs. 1,109 
crores, in comparison with their achievement during the Third Plan of 
Rs. 615 crores, and between 1966 and 1969 of Rs. 151 crores. Inevitably, 
and compounding the political difficulty, the measures suggested to the 
states for mobilizing additional resources once again concentrated on 
proposals for taxing the rural sector.^® 

Among other steps suggested to the states as a means of mobilizing additional re- 
sources were measures for the increase of irrigation rates to 25 to 40 percent of the addi- 
tional net benefit to farmers from irrigated crops; for floating rural debentures for financing 
agro-industries; for irrigation schemes; for rural electrification and other services of direct 
benefit to the rural population; for the introduction of a progressive income tax aimed at 
raising resources from well-to-do farmers; and for general commodity ta.xation to restrain 
conspicuous consumption. Fourth Five Year Plan, 1969-74, Draft, pp. 88-89. 
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The state chief ministers, who discussed the Draft Outhne at the April 

1969 meeting of the National Development Council, refused to make 
any commitment about the magnitude of resources they might be 
expected to raise, at least until after the October 1969 award of the quin- 
quiennial Finance Commission. On the contrary, pleading financial dis- 
tress, they demanded that the Center arrange to reschedule debt repay- 
ments, and provide an additional Rs. 1,000 crores in Central assistance 
for the states’ Plans. When the long-delayed Fourth Plan began its first 
fiscal year in March 1969, it was without any agreement between the 
Center and the states on the crucial question of additional resource 
mobilization. 

A final revision carried out under altered poHtical circumstances in July 

1970 (see Chapter Eleven) once again raised total outlay to Rs. 15,902 
crores, and provided increased expenditures under all heads of develop- 
ment.^’^ The revised estimates of the final version of the Fourth Plan were 
even more unrealistic than the projections of the 1969 Draft. Apart from 
maintaining the artificially low level of growth in non-Plan expendi- 
tures, the planners projected higher revenues from domestic budgetary 
sources, along with increased contributions from external assistance and 
the mobihzation of additional resources by the central government. At 
the same time, they reduced by a small amount estimates of additional 
resource mobilization by the state governments, even as the chief minis- 
ters continued to reject the Center’s recommendations for imposing di- 
rect taxes on the rural sector.^® 

The entrepreneurial approach adopted in the mid-1960s ended with the 
worst possible result from the point of view of the multiple economic 
and social goals of planning. The new economic policies appeared un- 
likely to achieve goals of economic growth; and they were certain to in- 
crease economic disparities. 

At the end of the Third Plan, the private sector’s contribution to the 
output of organized industry was stiU approximately 80 percent of the 
total. Data prepared in the late 1960s indicated that the hcensing system 
not only had failed to prevent the growth of capacity in less essential in- 
dustries, but actually had worked to provide a disproportionate share of 
new licensed capacity to the few firms belonging to the larger business 
houses. Over the years, the share of total approved investment allo- 

India, Planning Commission, Twenty-sixth Meeting of the National Development 
Council, April 19 & 20, 1969, Summary Record. 

Fourth Five Year Plan, 1969-74, p. 66. Ibid., pp. 76-77. 

Ministry of Industry, Industrial Planning and Licensing Policy, by R. K. Hazari, p. 15. 

This outcome occurred largely as the result of “the lack of clarity about Plan targets 
and their implications in terms of creation of capacity, the failure of the planning authorities 
to work out inter se priorities among different industries, the uncertainty about resources 
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Gated to the four largest business houses — the Birlas, Tatas, J. K., and 
Shri Ram — actually increased. The Birlas, in particular, submitted such a 
multitude of applications in almost every product as to prompt serious 
questions that they were trying to “foreclose” licensable capacity to 
other potential entrepreneurs.^®^ 

An additional source of striking increases in economic disparities was 
provided by the new agricultural policies. Inequalities widened not only 
between the irrigated and rainfed lands, which was only to be expected, 
but between the northern wheat-growing states and the paddy-pro- 
ducing areas of the east and south. Severe regional disparities in the 
pace of agrarian modernization were evident over a wide range of indi- 
cators. Between 1966 and 1969, as the proportion of all fertilizers used on 
foodgrains increased from 70 percent to 80 percent of the total, the per- 
centage absorbed by wheat rose from 10 percent to 25 percent. Similar 
disparities emerged between the wheat and paddy areas in the develop- 
ment of minor irrigation facilities. In the three years between 1966 and 
1969, 67 percent, 49 percent, and 53 percent of total Plan outlay on minor 
irrigation was concentrated in the wheat-belt states. In addition, in- 
vestment from private sources, which had amounted to less than one- 
half the sum provided under Plan outlay in 1966/67, jumped to more than 
140 percent by 1968/69.^®“* Of the more than 552,000 pumpsets energized 
during 1966-1969, approximately 226,000, or 40 percent, were installed 
in wheat-belt states. ^®^ In addition, about 50 percent of all tractors were 
in the wheat-growing tract, along with 30,000 to 50,000 power wheat 
threshers and 3,000 seed-fertilizer grain drills. ^®^ 

Inequalities were compounded further by disparities within intensive 
agricultural areas that quickly widened among the different classes of cul- 
tivators in their ability to take advantage of the new techniques. Even in 
irrigated areas, large capital investment on a supplementary minor irriga- 
tion facility was generally prerequisite to the efficient use of the package 
of high-yielding seeds, fertilizers, and pesticides. Usually, only the class 
of cultivators with ten or more owned acres, mainly those who had al- 

that prevailed, and the non-availability of any properly worked out industry Plan on the 
basis of which individual decision on licensing could be taken within a rational 
framework,” all compounded by the lack of any clear directives to the licensing authorities 
and financial institutions regarding the treatment of the larger houses. Sec Department of 
Industrial Development, Ministry of Industrial Development, Internal Trade and Com- 
pany Affairs, Report of the Industrial Licensing Policy Inquiry Committee (Delhi, July 1969), 
pp. 183-86. 

Industrial Planning and Licensing Policy, pp. 8-12. 

“Country Crop Paper — Wheat," p. 16. 

Ibid., p. 22. Also Amnia/ Plan, 1966-67, p. 32; Annual Plan, 1967-68, pp. 52-54; Amma/ 
Plan, 1968-69, p. 34. 

“Country Crop Paper — Wheat,” p. 22. 

Fourth Five Year Plan, 1969-74, pp. 214-15. 

“Country Crop Paper — Wheat,” p. 24. 



ready adopted a wide variety of modern inputs to increase production 
and income under the Community Development programs, were in a 
position to afford the capital outlay on land improvement from their own 
savings. They were also the major beneficiaries of loans from Land De- 
velopment Banks, which even under the most liberal credit terms re- 
quired the mortgage of at least two, and more often four to seven acres of 
land as security for loans. In the heart of the wheat belt, especially in Pun- 
jab and Haryana, where over forty percent of the holdings were ten 
acres or above, opportunities for participating in the gains from modem 
technology were opened to large numbers of cultivators. But in the 
rice-producing states, where over eighty percent of cultivating house- 
holds operated holdings of less than ten acres, and the majority of ag- 
riculturists farmed uneconomic holdings of two and three acres — part of 
which was frequently cultivated on a crop-share basis — the overwhelm- 
ing majority of cultivators were, from the beginning, excluded from the 
modernization process. 

Small farmers faced additional handicaps. They found it difficult to 
meet the higher production costs of the “package” of practices, especially 
fertilization, recommended for the most efficient cultivation of the 
high-yielding varieties. Unhke larger landowners, they could not rely on 
savings to finance the increased costs of modern inputs. They were also 
less likely to receive producion credit advanced by the cooperatives. The 
1969 report of the All-India Rural Credit Review Committee revealed 
both the slow growth of the cooperative movement relative to Plan 
targets and the continuing disadvantages suffered by small landowners 
and tenants in gaining access to the limited credit that was available. 

The survey data, presented in Table 8-6, showed that almost all vil- 
lages were covered by agricultural credit societies in 1966/67. Yet fuUy 
one-third of the societies could not meet modest standards of “viabiUty” 
prescribed by state governments.^”® Membership as a proportion of cul- 
tivator households was estimated at about 45 percent of the agriculturist 
population. The percentage of borrowing members to the total mem- 
bership was no more than 40 percent. The ability of the cooperatives to 


This conclusion is supported by intertnews conducted in 1969 with small farmers and 
tenants in four intensive agricultural development program areas for paddy in different 
parts of the country. Frankel, fndia’s Green Revolution, chs. 3-6. 

Unpublished estimate suppUed by the Joint Secretary, Ministry of Community De- 
velopment and Cooperation (Department of Cooperation), August 1966. 

An estimate of the percentage of cultivator households covered by membership of 
agricultural credit societies is calculated by dividing the membership of societies by the es- 
timated number of cultivator households in any given year. The cooperatives do not keep 
any figures on membership of cultivator households as differentiated from others. The 
figure, in any case, is considered inaccurate because large numbers of noncultivators may be 
enrolled to meet membership targets, and the figures are also inflated by enrolling more 
than one member from the same family. Report of the All-India Review Committee, p. 147. 



TABLE 8-6 


Progress of Agricultural Credit Societies, 
1951-1967 



1951152 

1960161 

1965166 

1966167 

Number of societies (lakhs) 

1.08 

2.12 

1.92 

1.79 

Number of villages covered (lakhs) 


4.23 

5.03 

5.07 

Membership (lakhs) 

% of membership to rural 

48 

170 

261 

267 

households 


23.7 

32.3 

32.0 

% of dormant societies to total 
% of borrowing members to total 


19.3 

12.3 

14.0 

membership 


52.6 

41.6 

39.7 

Share capital (Rs. crores) 

of which Government contribution 

9 

58 

115 

129 

(Rs. crores) 


6 

10 

11 

Owned funds* (Rs. crores) 

18 

76 

149 

165 

Deposits (Rs. crores) 

4 

15 

34 

39 

Loans issued 

Short term (Rs. crores) 


183 

305 

325 

Medium term (Rs. crores) 


20 

37 

40 

Total (Rs. crores) 

24 

203 

342 

365 

Loans outstanding (Rs. crores) 

34 

218 

427 

477 

Overdues (Rs. crores) 

9 

44 

125 

160 

% of overdues to outstandings 

25.3 

20.3 

29.4 

33.5 

Average per member 

Share capital (Rs.) 

19 

34 

44 

48 

Deposits (Rs.) 

9 

9 

13 

15 

Loans advanced (Rs.) 

51 

1 19 

I3I 

137 

A verage per society 

Membership 

44 

80 

136 

149 

Share capital (Rs. thousand) 

0.8 

3 

6 

7 

Deposits (Rs. thousand) 

0.4 

0.7 

2 

2 

Loans advanced (Rs. thousand) 

2 

10 

18 

20 


Source: Reserve Bank of India, Report oj the All-ludia Rural Credit Review Coutmittee 
(Bombay, 1969), p. 138. 

* Owned funds are equivalent to share capital and reserves. Owned resources include 
share capital, reserves, and deposits. 


mobilize resources for lending activities was very limited. Owned funds, 
including share capital and reserves, did not amount to more than Rs. 
165 crores. Although the Third Plan target for short-term loans was set 
at Rs. 530 crores, the cooperatives in 1966/67 advanced loans totaling 
Rs. 325 crores. More than one-half of this amount was financed by out- 
side borrowings from higher institutions whose own lending resources 
were significantly dependent on government contributions to share capi- 
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tal. Even then, the abiHty of agricultural credit cooperatives to command 
outside borrowings was actually eroding, as the percent of overdues to 
loans outstanding increased to over 33 percent in 1966/67, and a growing 
number of societies failed to meet the Reserve Bank’s standards for 
“non-overdue cover” in qualifying for maximum credit accommoda- 
tions. Altogether, loans advanced by the cooperatives probably did not 
amount to more than 15 or 20 percent of the total funds borrowed annu- 
ally by cultivators. Of this limited amount, the data showed that “the 
small cultivators continue to be handicapped over large parts of the coun- 
try” in obtaining their fair share because of “one or more factors, viz., 
exclusion from membership, insistence on landed security, and restric- 
tions on the size of loans which may be made to tenants. 

There were few links between the agricultural credit societies and 
marketing cooperatives. Well over one-third of all village credit societies 
were not even members of the area (taluka) marketing society, and fewer 
than ten percent of aU loans advanced by credit cooperatives were re- 
covered through the sale proceeds of marketing societies. This absence 
of an effective linkage between agricultural credit and marketing under- 
mined the determined efforts by the Reserve Bank in 1966 to introduce a 
crop-based system of production loans as an instrument for helping small 
and medium farmers to participate in the high-yielding varieties pro- 
gram. Under conditions in which the credit agency rarely had any 
control over the sale proceeds of members’ crops, “crop loans” came to 
mean little more than a paper exercise to determine production costs for 
each crop per acre, and to estabhsh the maximum amount for which a 
member was eUgible according to the value of his gross produce. In prac- 

Ibid., p. 176. Fourth Five Year Plan, A Draft Outline, p. 142. 

The croj>-based system of agricultural credit was supposed to provide each partici- 
pant with sufficient finance from the cooperative to meet his full production needs by de- 
termining repayment capacity according to the value of gross product rather than 
ownership of property or other assets. The production loans, advanced in cash and kind 
components, with a major share provided in the form of fertilizers, were generally subject 
to an individual maximum borrowing limit of Rs. 2,000 in order to ration scarce funds 
equitably. Supplementary “special credit limits” were sanctioned by the Reserve Bank for 
use by central cooperative banks in providing advances to agricultural societies to ensure 
the full credit needs of all participants. They allowed cooperatives to lend a larger propor- 
tion of the credit requirements of participants in the high-yielding varieties program than 
would have been possible if the Reserve Bank maintained restrictive regulations such as 
non-overdue cover as a condition of sanctioning maximum credit limits to central banks 
and agricultural credit societies. At the core of the crop-loan system, however, was the pro- 
tdsion that loans advanced by the credit socierj' must be recovered from the sale proceeds of 
the crop. In theory, each borrower was obligated to sell to the cooperative marketing soci- 
ety to which the credit agency was affiliated the quantity of produce necessary to meet the 
principle and interest of the loan. For a description of the crop-loan system recommended 
by the government, see Reserve Bank of India, Agriculmral Credit Department, “Manual 
on Short-term and Medium-term Loans for Agricultural Purposes” (Bombay, 1966), Part 
I. 
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tice, the actual limit of each individual’s loan, as in the past, was calcu- 
lated according to the value of the security — land or jewelry — he offered. 

Actually, small farmers, for their part, frequently failed to use their 
maximum borrowing power, even at the modest rate of finance pro- 
vided. Their absorptive capacity for modern inputs in the absence of as- 
sured supply of water was very low. They were, in particular, reluctant 
to draw the full fertilizer component of crop loans for fear of incurring 
large debts that might prove difficult to repay if inadequate water caused 
crop losses. Indeed, between 1966 and 1969, the cooperatives often found 
it difficult to use funds available for production loans under special credit 
accommodations for the high-yielding varieties program, as a result of 
“lack of demand” by borrowers. 

Large farmers, by contrast, began a process of capital accumulation 
that allowed them to pyramid their gains. Profits earned from the intro- 
duction of high-yielding varieties^^'* were used to buy more land, im- 
prove land already under cultivation, purchase modern equipment for 
mechanization of farm operations that allowed double and triple crop- 
ping, and diversification of cropping patterns to include more profitable 
commercial crops. The biggest wheat farmers were, in addition, the 
major beneficiaries of the central government’s new price policy.”® Dur- 
ing 1967-1969, procurement prices set at incentive levels approached the 
inflationary wholesale prices prevailing in the open market during the pe- 
riod of extreme shortage in the preceding drought years. The increase in 
1968 procurement prices over 1965 levels reached more than 81 percent 
in Haryana, 23 percent in Madhya Pradesh, 46 percent in Punjab, 58 per- 
cent in Rajasthan, and 31 percent in Uttar Pradesh.'*® Indeed, in 1968 
and again in 1969, the official procurement price for Mexican wheat at 
Rs. 76 per quintal was actually above the open-market price by about 18 
percent to 26 percent.”^ Government purchasing agents were virtually 

This was the situation in the lADP districts of West Godavary, Tanjore, Palghat, and 
Burdwan, for which data was collected in 1969. See Frankel, India’s Green Rei’olnlion, pp. 
66-68, 96-97, 131-34, 170-72. 

In the most advanced areas of the wheat belt, it is possible for farmers adopting the 
new technology to double their output and increase their net income on the average by over 
70 percent. Gains from the new paddy techniques are more modest, but on the average may 
exceed net returns on local varieties by 25 to 30 percent. Ibid., pp. 24, 51. 

According to S. S. Johl, the biggest-size farms in the Punjab not only had larger 
aggregate quantities of grains to sell, but also managed larger surpluses per acre. Those 
with farms of 57 acres and above increased their marketed surplus per acre by more than 44 
percent over the increases achieved by farms in the smallest-size group of 14 acres or below. 
S. S. Johl, “Gains of the Green Revolution (How They Have Been Shared in Punjab), ' 
1971, mimeographed. Table 5. 

*** Ministry of Food, Agriculture, Community Development and Cooperation, De- 
partment of Agriculture, Report of the Agriadliiral Prices Commission on Price Policy for Rabi 
Foodgrains for 1968-69 Season (March 1968), p. 24. 

“Country Crop Paper — Wheat.” 
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Crisis of Political Stability 


By the mid-1960s, the combination of food shortages, rising prices, and 
increasing income disparities threatened to undermine much of the 
hard-won gains in political stability achieved since Independence. Sec- 
tions of the population normally immune to agitational appeals were 
mobilized for bandhs or general work stoppages to protest the “anti- 
peoples policies” of the government. Illegal strikes for higher salaries and 
dearness allowances were called by government employees ranging the 
gamut of doctors (in Bihar, Orissa, and Delhi); teachers (in Kerala); en- 
gineers (in Punjab); and junior-grade civil servants (in West Bengal, 
Maharashtra, and Uttar Pradesh). Trade union leaders, protesting rising 
prices, launched lightning strikes for higher wages that tied up indus- 
tries and services in large parts of the country. Students, frustrated by 
outdated curricula and spiraling fees, vented their resentment in burning 
and looting of shops, buses, post offices, railway equipment, and the de- 
struction of college buildings and laboratories. Potential for violent pro- 
test was also evident in the countryside, especially in regions where 
communist agitators were actively organizing among the peasantry. In 
West Bengal, the Communist parties took the lead in organizing mob 
attacks on district procurement offices, rice mills, and markets, which 
expanded to destruction of railway stations, banks, telephone and tele- 
graph equipment, before culminating on March 10, 1966, in a statewide 
total strike or Bengal Bandh. The public disorder in Calcutta and the sur- 
rounding countryside on that day was so widespread that the police were 
inadequate to control the mobs. Only the entry of army troops, called in 
by a frightened administration, was able to restore order. 

Events showed, moreover, that mass protest movements could be 
mobilized around regional, ethnic, or communal cleavages through ap- 
peals that combined promises of protection for the economic interests 
with promotion of the socio-cultural aspirations of threatened groups. 
The first notable instance of success in fusing populist and parochial de- 
mands was provided by the ability of the DMK in Madras to launch a 
statewide movement of student protest against the central government’s 
promulgation in January 1965 (according to constitutional provisions) of 
Hindi as the official language of the Union. The student strikes, which 
drew on longstanding resentment against northern Brahmin domi- 
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nation of Tamil language and culture, were all the more incendiary when 
sparked by fears among the educated unemployed that introduction of 
Hindi as the national language would further diminish their chances of 
securing appointment in the central government public services. Despite 
the large-scale intervention of the police, including the arrest of about 
10,000 persons and police firings in twenty-one towns (that left over fifty 
persons dead), the government could not restore pubUc order until the 
Center agreed to an indefinite continuation in the use of EngHsh in addi- 
tion to Hindi as the language of government administration. 

Other popular discontents, compounded of economic grievances and 
ethnic aspirations, sparked rebellions that were more difficult to pacify. 
On the politically sensitive northeast border with China and Pakistan, 
tribal groups in the hill areas of Assam, charging economic discrimina- 
tion by the people of the valley, resorted to violent struggles for inde- 
pendence that were only partially defused by the creation of separate 
states of Nagaland (in 1963) and Meghalaya (in 1967). In March 1966, 
moreover, Mizo tribals, demanding complete independence, launched a 
bloody guerrilla war with the suspected help of China and Pakistan. The 
rebel leaders organized the Mizo National Front, went underground, and 
succeeded in establishing their authority over rural base areas in a direct 
appeal to ethnic nationalism that emphasized economic exploitation of 
hill peoples by the Assamese. 

The potential scope for activating social discontent through organiza- 
tion around communal groupings was even greater. The Hindu-oriented 
Jan Sangh enjoyed a natural recruiting ground that extended to the whole 
of the Hindi-speaking heartland in north India. In November 1966, 
crowds estimated in the hundreds of thousands, and believed to be or- 
ganized by the RSS , went on a rampage in front of the Lok Sabha in New 
Delhi, attacking government offices, burning cars, and killing a police- 
man in the cause of extracting government promises for a total ban on 
the slaughter of cows. Altogether, eight persons were killed and more 
than forty injured when riot troops had to be called in to restore order. ^ 

The communists, meanwhile, did not lag behind in devising their own 
methods of mass organization to tap discontents expressed in more tradi- 
tional forms. In December 1966, E.M.S. Namboodiripad, then the lead- 
ing theoretician of the CPI (Marxists), formally advanced a new thesis on 
the national question that justified communist support for regional, lin- 
guistic, and tribal “struggles” against the central government when they 
were carried out to win greater equahty and pohtical autonomy for the 
most “socially oppressed” groups. According to Namboodiripad, 

^ For a vivid description of the “atmosphere of pervasive vdolence” that set in by the be- 
ginning of the summer of 1966, see Pran Chopra, Uncertain India, pp. 365-80. 
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The dominant ruling group at the centre tried to establish a fake 
“unity of the nation” by denying the right of every nationality and 
social group to have equality of opportunity and status in a demo- 
cratic set-up . . . the so-called “struggle between nationalism and the 
fissiparous forces” — the struggle in the name of which the leaders of 
the ruling party are trying to beat the opposition forces into 
submission — is a fake “struggle.” It is the means through which the 
dominant section of the bourgeoisie is trying to maintain its domi- 
nation not only over the working people but even sections of their 
own class. The slogan of “national unity” is thus the weapon with 
which the dominant monopoly group tried to bring their com- 
petitors into submission.^ 

The new thesis allowed the Marxists to interpret the demands of the 
various nationalities, linguistic groups, and tribes for greater resources 
and political power as “perfectly legitimate democratic demands [which] 
are part of the platform on the basis of which the democratic revolution 
is to be completed and the soil prepared for the socialist revolution.”^ 
This formulation quickly revealed its potentiality for political disruption 
when, in November 1966, the communists helped to organize student 
demonstrations in fourteen cities and towns of Andhra Pradesh to agitate 
for central acquiescence in setting up a steel mill in the state’s coastal city 
of Vizagapatnam. The demonstrations, which deteriorated in many 
places into mob violence, forced police firings in three cities and claimed 
several lives. 

At the same time that dissatisfied regional, communal, and ethnic 
groups departed from methods of parliamentary competition to embrace 
tactics of violent protest in imposing their claims on government, the 
Congress party, confronted by new demands on an already strained pa- 
tronage system, was losing its capacity to function as an umbrella or- 
ganization. Bitter internal disputes over the allocation of party tickets at 
the states led to large-scale defections that splintered the organization 
around the factional and caste groupings at its core. Meanwhile, the rul- 
ing party’s advantage in a divided opposition was reduced by efforts of 
the two communist parties on the one hand, and the conservative and 
communal parties on the other, to arrange electoral adjustments and al- 
liances. 

The dramatic losses suffered by the Congress party in the 1967 elec- 
tions were interpreted as a political watershed signaling the demise of the 
one-party dominant system. At the national level, the emerging pattern 

^ E.M.S. Namboodiripad, “The Programme Explained," Calcutta, December 1966. 
Reprinted as Appendix III in Fic, Kerala, Yeiian of India, p. 481 . 

3 Ibid. 
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showed Congress occupying the place of pohtical center from a contract- 
ing base of popular support against growing challenges to its hegemonic 
position from communists on the left and a consert’^ative and communal 
ahgnment on the right. At the state level, heterogenous anti-Congress 
combinations came to power in unstable coahtions that created a 
semipermanent condition of Cabinet crisis and administrative paralysis. 

At a time when the abihty of the Congress party to pro\’ide political 
consensus and stability declined, the CPI (Marxists) — and a small group 
of communist revolutionaries that splintered off to follow Maoist 
methods of armed agrarian struggle — enjoyed growing success in or- 
ganizing peasant agitations around class divisions that coincided with 
traditional cleavages of region, tribe, community, and caste. As incidents 
of agrarian violence multipHed throughout the countr)% the Marxists’ 
approach of using existing social units as pohtical building blocks for an 
attack on the constitutional system appeared to have broad scope for 
radicalizing Indian pohtics. Uneven agricultural modernization, increas- 
ing disparities, incomplete land reforms — ^aU were eroding traditional 
patron-chent ties to uncover the economic conflicts at the core of caste 
divisions. Vertical factional allegiances cross-cutting caste and class lines 
began to weaken in the face of contradictoty* appeals to the common eco- 
nomic interest of low caste/class groups. 

As the nation prepared for the fourth general elections, Mrs. Gandhi’s 
credibflity as an effective national leader was seriously impaired. The 
sudden wave of lawlessness provided evidence that the prime minister’s 
independent position on the basis of popular support was stiU uncertain. 
Indeed, the 1967 election appeared to offer opposition parties the first fa- 
vorable opportunity since Independence of defeating Congress at the 
poUs. 

Prominent faction leaders ha\Tng a pohtical base in regional or caste 
foUowings, and dissatisfied with the share of their supporters in the aho- 
cation of party tickets, announced their resignation from the part^'. In 
Madhya Pradesh, the conflict over this question between the dominant 
group headed by the chief minister, D. P. Mishra, and dissidents, includ- 
ing the powerful Maharani Vijaya Scindia of Gwahor, led to large-scale 
defections that saw thousands of party workers at various levels of the 
organization leave the Congress to join the newly formed Jana Congress 
or to contest the elections as independents. Similarly, in Bihar, failure of 
the dominant group led by Chief Minister K. B. Sahay to satisfy the 
claims of the former PCC president, Mahamaya Prasad Sinha, and the 
Raja of Ramgarh prompted defections of both leaders and the formation 
vdth their followers of a new party, the Jan Kranti Dal. In Rajasthan, tv'O 
factions led by the Maharaja ofjhalawar and the revenue minister, Kum- 
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bharam Arya, left the Congress party to form their own Janta party, 
with other defectors contesting the elections either as independents or on 
the Jan Sangh and Swatantra tickets. In Orissa, the disgruntled former 
chief minister, Harekrushna Mahtab, took eleven MLAs with him into 
the opposition to serve as the nucleus of a new Jana Congress party. 

The most embittered intraparty factional dispute occurred in West 
Bengal. In that state, the followers of Atulya Ghosh, Pradesh Congress 
Committee secretary and long the undisputed leader of the state organi- 
zation, confronted a challenge to their control from a group aligned with 
Ajoy Kumar Mukherjee, president of the Pradesh Congress Committee. 
The Mukherjee faction charged Ghosh with “corrupt and dictatorial” 
practices. They demanded as their price for remaining inside the party an 
intervention by the Working Committee to supersede the PCC and ap- 
point an ad hoc committee with Mukherjee’s followers in the dominant 
position. Relations between the two senior leaders were finally e.xacer- 
bated to the point that Mukherjee publicly supported the Bengal Bandh 
organized by the left opposition against his own (Congress) govern- 
ment’s food policy in March 1966. Expelled for “indiscipline” from the 
Congress party on June 18, Mukherjee, joined by the influential Muslim 
Congress leader Humayun Kabir, took his own followers out of the 
party and formed the Bangla Congress. The split in West Bengal was 
reminiscent of an earlier defection in Kerala that had already proved dis- 
astrous for the electoral fortunes of the Congress party. In that state, the 
struggle between the organizational and ministerial wings, dating from 
1963, had also featured acrimonious charges by the organization leader- 
ship of corruption against its own party members in the ministry. The 
dissidents, who formed the Kerala Congress, contested the 1965 mid- 
term poll as a separate party. The result was that the Congress rebels 
siphoned off about thirteen percent of the vote of the undivided party, 
depriving it of a majority, and setting the stage (after a period of Presi- 
dent’s Rule) for a drive by the communists to return to power in the 
state. 

The rising defection rate did, in fact, provide strong incentives to op- 
position leaders for combining in coalitions that could destroy the 
weakened Congress party’s advantage in a fragmented opposition. The 
two communist parties, despite the fact that they were divided on basic 
questions of strategy and tactics, shared a broad policy perspenive that 
allowed them to explore the possibilities of closer cooperation. Both par- 
ties took their point of departure from a blanket indictment of Congress 
economic policies. They denounced the Planning Commission for 
“yielding to and helping the right offensive against planning itself” in 

■' The election manifestoes of the CPI and CPI(M) are published in Chandidas et al., 
India Votes, pp. 37-78. 



